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The conduct of mteinational business is a mixture of exporting, licensing and 
investment. This publication is an effort to bring together basic information on 
international business primarily to assist those entering the field for the first time These 
articles, written by members of the Foreign Business Practices Division, should provide 
enhghtment on the possibilities for profit from diversified marketing techniques 

The subjects covered include surveys of the requirements governing termination of 
agency agreements with foieign distributors, the present conditions with respect to 
resolution of tiade disputes through international commeicial arbitration. There is a 
review of the international treaties and conventions affecting industrial property rights, 
summaries of the patent and trademark protection available in foreign countnes, and data 
on foreign licensing and foreign joint ventures. Information is also piovided on the use of 
several important vehicles for conducting foreign operations-Domestic International 
Sales Corporations (DISC's), Export Trade (Webb-Pomerene) Associations, and Western 
Hemisphere Trade Corporations (WHTC's). 

This publication is intended only as an introduction and is not a substitute for 
professional advice. The services of a qualified person should be sought if legal 01 other 
assistance is required. 
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Ending an agency agreement isn't always as easy as 
enteiing one, 

A striking characteristic of international tiade law 
is its similanty in almost all national legal systems 
Businessmen aie accustomed to arranging their contrac- 
tural iclations with their counterparts in other countiies 
in accordance with the free will of the parties. Excep- 
tions to this exist, howevei, and this aiticle deals with an 
area in which a number of countries have enacted laws 
that may ovemde private agreement- that of the princi- 
pal-agent commercial agi cement, 

This agreement is the legal instrument by means of 
which U.S. suppheis establish their commercial relations 
with then- distribution outlets abioad. Foi uniformity 
we will lefei to these contracts as agency agieements, 
although they are also known under othei names, such 
as dislnbutoibhip agieements. The consideiatioiih set 
foith below apply to all types of arrangements. 

Distnbutors puicluise goods outiight ftorn the prin- 
cipal and sell foi then own account to customers within 
the agreed teuitoiy. Agents, on the othei hand, do not 
make purchases fioin the pimcipal, but merely act on his 
behalf. Title to the goods remains with the piincipal 
until completion of the sale by delivery. 

The agieeinenl is usually drafted to specify the 
duties and obligations of the parties. Howevei, develop- 
ments may occui that create a need for the supplier to 
terminate 01 amend the original agreement. The agent or 
lepresentalive may not live up to initial expectations, by 
icason of lack of effectiveness or incapacity foi fuither 
development, in other cases, stiuetural or policy changes 
by the suppliei may compel termination of the agency 
and replacement of the agent, or indicate the need for 
basic changes in the agency agieenient. 

To deal wilh the problems which termination may 
cieate from the agent's point of view, some foieign 
governments have enacted piotective legislation estab- 
lishing special lequirements and piocedures to compen- 
sate the agent when the agency is terminated by the 
supplier. 

The majonty of countries have not enacted special 
legislation penalizing 01 piecluding the tei imnation of 
agency agieements. These countries, which are not 
covered in this article, recognize in general terms the 
principle that paities are free to establish their mutually 
agreed legal terms and conditions. This freedom includes 
the light to expiess the intentions of the contracting 
parties as to termination; violation usually subjects the 



offending party to damages. The principal countries in 
this category are the United Kingdom, Canada, and 
Australia. 

In those countiies with protective legislation, the 
tin list of the laws is to go beyond the written agreement 
to the underlying basis ot principal-agent relationship. 
They iccognize that the agent lias a proprietary interest 
in the goodwill and local maiket he has created for the 
principal's product. Accordingly, an economic value is 
assigned to this interest, and the law entitles the agent to 
share a part of this value as compensation foi the loss of 
distubution lights. 

Several kinds of laws govern the piincipnl-agcnt 
relationship. Special statutes represent a typical ap- 
proach to the problem. The Civil and/or Commercial 
Codes often apply in the absence of special legislation 
and frequently they strengthen the position of the local 
agent when there are omissions in the special laws. A 
number of countries have enacted labor laws that extend 
to agents the same remedies for dismissal that are 
extended to employees. These labor laws only apply 
when the agent is a natural pcison and not a corporation 
or juridical person. A survey of these protective laws 
shows that they possess many common chaiacteristics. 
Illustrative examples follow: 

All laws tend to strengthen the agent's position 
under the contiact, obliging the principal to compensate 
the agent according to scheduled rates for damages or 
losses caused by termination of the agency agreement 
without just cause. These protective laws relate the 
woidsjust cause or any equivalent thereof to situations 
where there has been termination of the contiact 
according to the law 01 the terms of the agency contract. 
Such laws then list and describe the reasons and 
situations under which an agency agreement may be 
valiclly terminated; i.e., incompetence of the agent and 
serious decrease in sales; 01 distribution due to circum- 
stances attributable to the agent. The contract terms are 
valid if they do not violate any specific provisions of the 
protective laws. 

* Laws declaring unwaiveable the compensation 
and peihaps other rights gianted to the agent by the 
protective legislation. 

Laws that establish the law of the forum as sole 
applicable law; these preclude the parties from validly 
electing some other countiy's laws to govern the 
contract. 
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lor discharging employees without just cause 
that have clearly applied labor laws to agents are 
included in tins article. However, H should be noted that 
the courts of other countries may also construe their 
labor laws to give agents protection similar to that 
provided to employees. 

* Laws requiring that the agent be given notice of 
the termination some time prior to its, effective date. 
Some of these laws require compensating the agent lor 
the accrual of commissions during the notice period 
Other laws require the principal to compensate the agent 
foi the goodwill generated by the agent during the life of 
the agency agreement. In certain cases the compensation 
may take the form of a pension. 

* Laws that allow an agent wishing to contest a 
notice of termination to submit the controversy to 
arbitration to determine whether the principal has just 
cause for ending the relationship. 

* Laws conditioning the refusal to extend an 
expired agency agreement only upon a showing of just 
cause. 

American suppliers with agents in countries wheie 
these laws apply should be aware of then provisions 
when entering or canceling agency agi cements and 
should seek to conduct such airangements in a manner 
best suited to avoid possible liability. Special care should 
be taken that all contractual provisions are valid under 
the laws of each country in which the supplier and agent 
will conduct their business, and that the agreement 
fulfills the requirements or' local law. 

The following countiies have enacted piotective 
legislation affecting agency terminations. The desciiptive 
comments are intended to seive as a geneial guide in the 
belief that they reflect the situation at the time of 
writing. Nevertheless, it should be borne in mind that 
commercial laws and piactices are constantly changing 
and that countries from time to time enact ne\v Jaws 
according to local needs. Readers an? uiged to consult 
legal counsel to deteimme how their legal rights would 
be treated under local conditions. 



EUROPE 

Austria-Provisions of the Mercantile Agents Law 
supplement agency agreements as to matters not covered 
by the agreement. Waivers of the agent's rights are not 
recognized. The law establishes expiration notice terms 
which vary in relation to the duration of the agency. The 
parties may agree on shorter notice terms, but if the 
contract does not provide for notice, the teims set by 
the law will apply. 

Agents are entitled to indemnification for. unjust 
and/or premature termination of the agieement; 
termination without due service of notice; any lestnc- 
tion of the agent's commercial activities after termina- 
tion, and for termination of the agreement due to fault 
of the supplier oj his bankruptcy. 



Indefinite Teim Agreements," piotects sucli agents 
against "unjust" termination. A law of July 30, 19t>3, 
extends to nonexclusive lepresentatives the same protec- 
tion against the unjust teimination ol an agency agiee- 
ment. 

The paities to the agency agreement aie fiee to 
stipulate whatevei terms they mutually agiee upon. 
Ilowevei, they may not amend, revoke 01 waive any of 
the rights to which the agent is entitled by law. Since 
only Belgian law is applicable to the contract, choice of 
law clauses are not recognized 

The termination of both exclusive and nonexclusive 
agency agreements which have no definite expuation 
date cieates a liability foi the severing party, unless thcie 
is mutual consent to the termination 01 the other paity 
has failed to meet its obligations untlei the agieement. 
To teiminate any indefinite term agency agreement 
without liability, the sevcnng paity must give adequate 
notice to the other party and mutual agreement on the 
terms of seveiance must be reached. In the absence ot 
such mutual agreement, the compensation due the agent 
for teimination by the puncipal may be deteimined by 
refeinng the matter to the couits. 

If a principal terminates an agency agieement 
without justification, he, in addition lo his liabilities 
undei the contract, becomes liable to compensate the 
agent for (1) the value of ahy mciease in goodwill ioi 
the principal's business caused by the agent, (2) the 
agent's expenses inclined in developing the agency and 
(3) the amount of any compensation claims dischaiged 
employees of the agent may have undei Belgian law. 

The Belgian Civil Code provides that both exclusive 
and nonexclusive agency agiuements which have a 
definite dale of expiration may be teimmated on such 
date without liability. The paity responsible for teimi- 
nating a definite term agreement before its expiiation 
date is liable to the other paity foi damages, unless the 
severance is accomplished by mutual consent or is 
caused by a failure of the other paity to meet Jis 
obligations under the agieement In case of teimination 
for a bieach of obligation by the other paity, notice of 
teimination must be given by the teimmating party, and 
failure to give such notice makes him liable for damages. 

Denmark-The pnncipal-tigent relationship is gov- 
erned by Act No. 243 of May 8, 1917, as supplemented 
by a 1918 law, which gives the Chamber of Commeice 
the authoiity to lendei opinions concerning unjustified 
agency teiminations. Undei Act 243 the paities may 
teiminate the relationship at any time without serving 
notice, except in cases where the paities have piovided 
otherwise in their agreement. However, (1) an agency 
may not be terminated without compensation if the 
agent is entitled to a continuation and (2) any post- 
termination lestnction on an agent's commeicial activi- 
ties may not exceed 2 yeais. The Chamber of Commeice 
recommended piactice is to give agents 3 to 6 months' 
notice upon any termination and from 6 to 12 months' 



compensation based on annual gross, commissions avei- 
aged over the last 3 to 5 yeais of the lelationship 
Furthermoie, a teiminated agent may claim compensa- 
tion for the goodwill generated by the agent and taken 
ovei by the principal. 

France-The principal-agent relation is governed by 
the Cormneicial Code and decree of December 1958, 
and the Laboi Law as supplemented by laws of July 17, 
1937, ami Mai. 7, 1957. 

Choice ot" law clauses me allowed; waivei of agent's 
nghts is not recognized Labor laws apply when agent 
does not sell under his own name, 01 on his own 
account. Definite term agieemenls teumnate on expira- 
tion date of contiact, if extended after expuation, they 
aie governed by lulcs on indefinite term agieemenls. 

Piemature teirmmilion of <i definite term agi cement, 
and/oi failure to renew a definite leim agieement, 
except foi just cause, entitles agent to claim compensa- 
tion on the basis of: all stipulated benefits lesultmg irom 
the contiact; salary equal to all dhect and indirect 
benefits that would have accrued until expiiation of the 
contiact; compensation for bicach of contiact, except 
when teimmation was based on just cause; and numbei 
and value of accounts developed by the agent, 

The same compensation based on number and value 
of accounts developed is due an agent upon termination 
of any agreement, in the event ot permanent and 
complete inability to woik, as the lesult of accident or 
illness. Indefinite term agieemenls may not be termi- 
nated except toi just cause and with due seivice of 
termination notice. Violation of the foregoing entitles 
agent to claim compensation on the basis ot. salaiy 
payments equal to all benefits that would have acciued 
duimg the notice peiiod, compensation toi bieach of 
contiact, including unconfiimed outers, and numbei and 
value of accounts developed by the agent. 

Exclusive impoiters and distiibutors are governed 
by piovisions of the Commeicial Code, and decree of 
Decembei 1958. Under these laws a definite tenn 
agreement terminates on the expiiation date of the 
contract. A definite teim agieemcnt, if extended, be- 
comes an indefinite teim agieement and may only be 
teiminated ioi just cause and with seivice of notice of 
teimmation. 

A suppliei is liable foi damages foi unjust termina- 
tion of the agency agreement, foi piematme tcimination 
or termination without notice. 

Germany, Federal Republic of The Commercial 
and Civil Codes apply to the piineipal-agenl relation, 
The Codes have been supplemented by the Law of Aug. 
6, 1953, relating to agents being independent contrac- 
tors, and by Deciee of Dec. 23, 1958, relating to agents, 
engaged in buying and selling for the account of anothei. 
Under the law choice of law clauses aie allowed; waivers 
of agent's rights are not recognized. 

The Commeicial Code provides minimum termina- 
tion notice teims. These vaiy in relation to the dm a Lion 
of the agreement. An indefinite term agieemeiH may be 
terminated upon due notice anil foi just cause. Failuie 
to give notice of teimination may only be excused for 
just cause. Compensation generally amounts to benefits 



that would have accrued dining the omitted notice 
peiiod Additional compensation may be claimed for 
goodwill developed by the agent, but the maximum 
compensation may not exceed an aveiage yeai's commis- 
sion. 

The following rights may not be waived by the 
agent' indemnification for unjust or premature termina- 
tion of the agreement, restriction of agent's commercial 
activities after termination for more than 2 years. 

Italy-The principal-agent relation is governed by 
provisions of the Civil Code. When the agent is paid a 
salary, Law No. 562 of March 18, 1926, also applies. 
The Code and Law 562 require that termination notice 
be given the agent, The length of notice vanes in relation 
to the nature of the agency (commercial or industrial) 
and the duration of the employment. 

Definite term agieements teumnate on the expira- 
tion of the agreement Notice is not needed. A paity 
may terminate an agreement at any time foi just cause, 
and by giving notice of termination on the other paity. 
Failure to give notice when lequiied makes the principal 
liable to pay compensation foi estimated earnings that 
would have accrued dining the notice peiiotl and a 
proportion ot commissions received dining the preceding 
yeai. 

Undei Law 562 an agent is entitled to compensation 
foi dismissal without service of notice. The amount is 
based on salaiies that would have acciued during the 
notice peiiod, and sevciance pay amounting lo not less 
than one-half monthly salaiy foi eacli year of employ- 
ment. 

Teimmation of the agieement without just cause 
makes the principal liable for compensation, computed 
as a piopoition of commissions leceived during previous 
yeai or life of agency. If the agieement is terminated by 
the principal without just cause and without giving 
notice of teimmation, the principal also is liable for 
compensation based on estimated eaimngs that would 
have acciued dunng notice penod. 

Malta-No special protective legislation. Principal- 
agent relation governed by piovisions of the Commei cial 
Code and Civil Code, Generally, a definite leim agree- 
ment teimmates at the expiiation of the agreement. An 
indefinite term agreement may be teiminated at any 
time by giving notice of termination to the other party, 

Upon teimination of agieement the principal must 
safeguaid agent's rights to any eaimngs for business 
being tiansactcd, No notice is icquired by either party 
when the agency is terminated due to bad faith. 

Netherlands-Principal-agent relation governed by 
the Commercial and Civil Codes, supplemented by laws 
of November 1936 and Maich 3, 1965. The law piovides 
minimum teims for seivmg notice of termination. Paities 
may agree on longei terms, In the absence of termina- 
tion provisions in the agreement, minimum periods 
established by the law apply. 

A definite term agieement terminates on the expira- 
tion of the agreement, However, if paities continue to 
operate undei the agreement after expiiation date, it is 



Termination of an agreement without adequate 
notice makes a principal liable for compensation. The 
damages may optionally include actual damages suf- 
fered, or commissions that would have accrued during 
the termination period 

Exceptionally, and only lor just and urgent causes, 
an agreement may be terminated without notice, pio- 
vided the other party is immediately advised of such 
causes, violation of the foregoing makes a principal 
additionally liable for compensation of 1 year's earnings. 
Under the Law of March 3, 1965, if an agent is 
dependent on no more than two suppliers, the regional 
Labor Office must previously approve the termination of 
the agreement. 

Norway -Accord ing to the Norwegian Agent Law 
of June 30, 1916, as amended by the law of June I, 
1973, an agent is entitled to compensation should the 
piincipal give less than 3 months' notice of termination,, 
regardless of whether a period of notice has been 
included in the agency agreement. If the appointment 
has lasted for less than 1 year, the notice of termination 
should be 1 month. The agent is also entitled to 
.reasonable compensation for relevant investments he lias 
made in agreement with the principal and to commission 
sales made by him or through his coopeiation. This 
applies even though sales are concluded after the 
termination of the agency, provided the purchaser's 
orders have reached the principal or the agent prior to 
termination. The agent is also entitled to commission on 
orders considered to have resulted fiom his work while 
he held the agency. In the event of lack of pioof of the 
size of the commission due and the agency having been 
in force more than 1 year, the commission shall be 3 
months' commission based on the average monthly 
commission of the last year. This rule does not apply if 6 
months* notice is given. However, if the piincipal 
terminates the agency for a valid reason (i.e., failuie of 
the agent to fulfill his duties and obligations under his 
appointment), the agent will not be entitled to any of 
the compensations described above. It is deemed to be 
unfair competition to substitute one agent for another 
without giving the substituted agent pnoi notice of such 
change. 

Spain-Both the Spanish Civil and Commercial 
Codes regulate the relationship between principal and 
agent. Although there is no law specially covering the 
termination of agency agreements, an agent who is a 
natural person may have rights under the Labor Laws, 
particularly those found in Decree No. 2412/62, dated 
July 21, 1962, 

The principal and agent are free to stipulate to 
whatever terms they agree upon, including provisions for 
cancellation of the agency. In the absence of provisions 
to the contrary in the agreement, the Commercial Code 
allows the principal to terminate the agency at any time 
upon giving notice to the agent. However, the principal 
is obliged by law to pay the value of the agent's effort to 



nates an agency agieemem wmi .1 jmiunu i^ 1 ^" iu 
make compensation to such person. Unless otherwise 
established by the teims ol the agency contiact, such 
compensation is to be detei mined by the couits. Such 
determination must fall within the following range the 
equivalent of no less than 2 months' and no moie than 2 
years' eaimngs under the agieement. This indemnity is 
to be computed on the basis of the aveiage income over 
the last 2 years 01 the entire tenn oi the iclationship, 
whichever has been shortei . 

Sweden-The Act of April 18, 1914, as amended 
by Law 219 of May 1974, goveins the pnncipal-agent 
relationship to the extent that the agency agreement, 
commercial practice or custom do not otherwise pro- 
vide, Where specifically piovided, howevei, the law will 
prevail over the agency agieement, commeicial practice 
or custom. As supplemented by the Swedish Laboi 
Code, this law also regulates the employei-employee 
relationship of travelling salesmen. 

A notice of teimination is lequiied to terminate 
indefinite term agency agreements. The required notice 
term is 3 months foi indefinite term agreements which 
have been in effect for 1 year or moie. The peuod of 
notice foi such agreements, which have been in effect 
for less than a year, must be at least 1 full calendar 
month after the month in which notice is given. The 
agent cannot waive such notice requirements. However, 
no notice is icquired when an indefinite tcim agency 
contiact is terminated by the piincipal based on just 
cause. 

Fixed term agreements, or contracts foi specific 
business ventuies, terminate at the expuation of the 
contract term or completion of the business ventiue. 
Fixed term agreements may be pieinatmcly tei minuted 
by the principal only in the case where the piincipal has 
just cause for so doing, Law No. 219, which went into 
effect on July 1, 1974, is somewhat ambiguous on the 
question of whether 01 not there is a notice leqtinement 
for terminating fixed term agieements. Therefore, put- 
dence would suggest that notice be given even when the 
principal has just cause allowing him to picmatuiely 
terminate a fixed teim agieement without liability. 

The principal has just cause, allowing him to 
piematurely terminate a fixed tenn agency agieement 
without inclining liability or an indefinite term agency 
without giving notice, when (a) the agent has been 
derelict in his duty to the principal, (b) the agent is in 
bankuiptcy; or (c) the agent has bleached the conliact 
in such a manner that no icasonable cause exists for 
continuing the agreement. 

In cases of unlawful termination by the piincipal of 
the iclationship, the agent will noimally be entitled to 
reasonable compensation for losses mcuired. This in- 
cludes the agent's costs for investments in buildings, 
stock, machinery, tiansportation facilities and similar 
assets, which he has made in furtherance of the agency 
and with the consent of the principal. The agent can, 
with binding effect, waive his right to such leimburse- 



me nt only if the waivei is made when the investment is 
effected. 

The agent lias a right to leceive commissions on 
sales completed after the agency has been terminated 
piovided such sales lesulted from the agent's efforts. 



Switzerland-The principal-agent relation is gov- 
erned by the Swiss Code of Obligations The law of 
agency agreements, dated January 1, 1950, has been 
included in the Code. 

Choice of law clauses are not tecognized, nor waivei 
of agent's light to compensation, noi clauses tendering 
an agency inevocable. If the agreement does not provide 
for termination, the law stipulates a 3 month minimum 
period for giving notice of teimmation. Notice is not 



lequiied to teiminate definite term agreements. If the 
paities continue to operate under the agreement aftei 
teimmation it is deemed to have been extended for 
another year, 

An agent may claim compensation from the pnnei- 
pal for unjust teiimiution of the agency, act of the 
piincipal unduly pi eventing agent fiom free exeicise of 
the agency, and when the agreement restricts the agent's 
future commeicial activities after termination of the 
agency. 

Compensation generally amounts to 1 year's net 
profit. 

The conference of Swiss Association of Commercial 
Travelers and Agents has drafted an Agency Agreement 
form. This form includes a model agency leirmnation 
clause. 



CENTRAL AND SOUTH AMERICA, AND WEST INDIES 



Argentina-Pimeipal-agenl relations are basically 
govcined by the Civil and Commercial Codes. No special 
legislation covers the termination of agency agreements. 
Howevei, when the agent is a natuial person the agency 
may be regulated by Labor Law No. 11,544 of 1929, as 
amended, and successive laws and decrees (particularly 
law No. 14,546 of 1958) which extend labor law 
benefits to business agents. The parties may not select 
foreign laws to govern the agieemcnt. If a contiact is 
executed abroad to avoid Aigentine law such effect will 
not be enforced by the Argentine courts. 

The Civil and Commercial Codes permit a piincipal 
to terminate an agency agi cement at his discretion. 
However, the teimmatmg paity may be liable for 
damages resulting fiom a wrongful termination. All 
agreements whether for a definite or an indefinite term 
should include a notice of termination clause. 

Labor laws similarly requne the seivice of a teimma- 
tion notice some time prior to the actual teiminaUon 
date; otherwise, the piincipal may be liable to the 
employee for earnings that would have acciued dining 
the notification period. The amount of compensation is 
proportional to the duration of the agency. In all 
dischaigc cases, except foi those based on a just cause, 
the agent is entitled to compensation amounting to 1 
month's lemuneiation or commission foi each year of 
seivice. 

Bolivia-The Civil and Commercial Codes govern 
the pnncipal-agent lelationship. No special legislation 
has been enacted to piotect an agent from the termina- 
tion of the agency agieement. Natuial person agents are 
entitled to claim laboi law benefits by viilue of the law 
of December 3, 1927. Contracts are based on mutual 
agreement of the pai ties. I lowever, waiver of legal rights 
is not recognized by law. Except for bieach of contract, 
or by mutual agreement of the paities, a definite teim 
contract may not be prematuiely terminated. Indefinite 
term agreements requhe a termination notice seived in 
accordance with such notice requirements and teimina- 
tion conditions as are piovided in the agreement. 
Wrongful teimmation of an agency contiacl makes the 
breaching paity liable for damages. 



The labor law allows a principal to dischatge an 
agent only for a just cause, otherwise, the piincipal is 
liable for compensation which includes severance pay. 
The amount of compensation depends on the duration 
of the agency. The principal must also serve notice some 
time prior to the tei initiation to validly terminate the 
relationship. Failuie to seive such notice subjects the 
principal to liability to the agent for earnings or 
commissions which would have acciued during the 
notice period. 

Brazil -The principal-agent relationship is governed 
by Law No. 4886, in force as of December 10, 1965. 
Although the parties may fieely stipulate the terms of 
then agency contiacts, provisions on the following must 
be included: the conditions and general requirements of 
the lepresentation, an identification of the products 
subject to the lepiesentation, the period of representa- 
tion, whether definite 01 indefinite, the terms and time 
of payment foi caiiying out the icpresentalion, the zone 
in which the rcpiesentation will be exeicised (including 
(1) whethei the piincipal is excluded from doing 
business within the zone, (2) whethei such exclusivity is 
paitially 01 wholly guaranteed, and foi what penod, and 
(3) the restiictions, if any, to /.one exclusivity). A 
piovision for the indemnity due the agent upon the 
pimcipaPs terminating the agieement without notice is 
also icquiied, and this indemnity must not be less than 
one-twentieth of the compensation earned timing the 
repicsentation 

Agency agreements may be terminated for just 
cause. Undei law 4886 the definition of just cause is 
limited to the following: the agent's negligence; the 
agent's bieach of the contract; acts by the agent 
damaging to the principal; and conviction of the agent 
for a seiious ciiminal offense. 

Fixed term agreements terminate on the date 
provided, Indefinite term agreements are terminable 
without just cause only duiing the first 6 months. In all 
cases, except when othei piovisions for termination have 
been agreed upon, seivice of notice piioi to termination 
is obligatoiy, If the principal fails to seive such notice 
compensation is due the agent amounting to one-third of 



the tannings accrued during the hist 3 months just prior 
to termination. 

Colombia-The Commercial Code of Colombia as 
set forth in Decree No. 410 of March 27, 1971, governs 
commercial agencies This includes pjovisions covering 
the termination of agency agreements and establishing 
liability lor the unjust termination by the principal. 

Although the parties are free lo stipulate to the 
terms of their mutual arrangement, Hie agency contract 
must provide for the scope of the agent's authority, the 
duration of the relationship and the tern to ly encom- 
passed by the agency. Unless otherwise provided in the 
operative agreement, the agency is presumed to be 
exclusive. Colombian law is the only law that may apply 
to agency agreements and, therefore, choice of law 
clauses are not recognized, 

If the principal should terminate the agency con- 
tract under circumstances which are not the fault of the 
agent, the agent has the right to claim compensation 
from the principal in the amount of 1 month's com- 
mission, or such other remuneration as is provided by 
the contract, for each year the contract has been in 
effect. However, such amount may not exceed a total 
equivalent of 3 months' remuneration provided under 
the agreement. The agent also has a piivileged lien 
against the principal's goods in his possession, to assure 
full payment of the compensation due him. 

If the principal terminates the agency lelationship 
without just cause, the agent may also claim compensa- 
tion for his success in establishing or building up 
goodwill for the prmcrpal's business The amount of 
such compensation will be determined by the courts, 
taking into account the amount of time the agent has 
lepresented the principal under the agreement and the 
volume and importance of the principal's business 
conducted by the agent. 

The causes justifying termination of the agency 
agreement by the principal are (1) a breach by the agent 
of Ins contractual or legal obligation to the principal, (2) 
an act or default of tlie agent which results in damage to 
the principal's business interest, (3) the agent's bank- 
ruptcy, or (4) the liquidation by the principal of the 
business activrly on which the agency contiact is based. 
In the event the agency as teumnated for any of these 
listed reasons, the principal is not obliged to compensate 
the agent. 

Costa Rica Provisions of the Civil and Commercial 
CoJes govern the agency contract. Termination of 
agency 01 distributorship agreements, and the remedies 
attached thereto, are regulated by Law No. 4684, which 
was promulgated on December 4, 1970. 

Under the Codes the parties may freely stipulate the 
terms of their contracts. However, any waiver of the 
agent's, lawful rights is invalidated by Law No, 4684. 

A principal may be liable to compensate the agent 
in any of the following situations: termination of an 
agency without just cause, unjust refusal to renew an 
expired agency agreement, and termination of the 
contract for causes unrelated to actions of the agent. 
Compensation under Law No. 46S4 is the equivalent of 
2 months' gross profits for each year of services, or 



fraction thereof in excess ot 6 months II" 
compensation may not exceed the mum ' 
months' gross profits. Indemnification mr. 
principal to purchase the agent's stock ot ih 
product at warehouse cost price. 

Law No. 4684 defines just cause tor kn 
the principal as any crime by the .igent 
principal, the agent's negligence or incpIHti 
tion of trust by the agent, a breach ul unit 
agent, or breach of the agent's oblijMti< t- ' 
principal. 

Dominican Re public -Agency agreement , 
erned by the Civil and Commercial f'uiK . I 
solution of agency agreements is covered I'y i '" 
263, dated December 31, 1971, which anu-t Mi 
173 of April 6, 1966. The 1971 law attont , " 
specific remedies for unjust termination ot i'i 
agreement, if the agreement has been register .1 r' 
Central Bank of the Dominican Republu. \vitl''i ' 
of its execution 

Although the parties to an agency atTn'in , 
free to stipulate as to its terms, Law No 2(o m >' 
any warvei by the local agent of his rights S ii < 
obligate the principal or any substitute, uruim' '' 
replacement acting on the principal's beh.ili r ' 
person or firm acqiming the right to aci sn i ; 
agreement, to compensate the agent for Im il,).'i 
the event (1) the agent is unjustifiably dt.it> 
substituted, (2) the principal, his assignee or r,. 
tive terminate or refuse to renew the agreement i, : 
just cause, or (3) the principal, his assignee or r\ j 
tive take over the agent's business without just i i 

The agent's damages for unjust termini; 
refusal to renew an agency agreement nn% . ! 
losses the agent has suffered because ot fir> [i 
efforts on behalf of the principal's busmev-, m 1 , 
(1) Labor Law employee compensation ohlu- f 
the agent, (2) the actual value of all rnvcsiin 1 ' P- 
expenses the agent mcuired in setting up at-1 r. . 
the business, (3) the value of the agent's rimm* i. 
stock, and (4) the value of the agent's lost piuii! , 
principal may also be obliged to pay jn ^l\\> 
amount equal to the total of the agent's nut i.'"ti 
the previous 5 years. If the agency has been in rti 
less than 5 years, the compensation is set ,it ti.u r 
the average annual profit during the prevuni-. ',, , 
actual representation. 

Just cause for a principal's refusal to rciiL-*., 
terminating, an agency agreement as set forth in I i.- 
263, as follows: (1) breach by the agent ot ,ni\ . 
essential obligations of the contract, or (2) an> ,i. n 
commission by the agent which substantially In-, 
principal's interest in the promotion or d^cUiL' 111 ' 
his business. 

Ecuador No special legislation has been . r. 
to protect the agent from termination ol tin. .- 
agreement. The Civil and Commercial Codes n^'nlii 
principal-agent relationship. These Codes permit 1 1., 
pal to terminate an agency agreement at hu d^.t. 
provided that a notice is given to the ageni pn.-r r. 
date of termination. 



However, nuclei Atticlc 267 ot the Laboi Code, 
naluial poisons acting as agents may claim the same 
protection iioni dismissal as do employees Undei the 
Laboi Code just cause is the only ground foi umlateial 
teimmalion ol the employment 01 agency contiact. If 
the conliact has inn foi nioie than 6 mouths a notice 
must he given I month pnoi to teiminalion. Failure to 
give such notice makes the pinicipal liable foi 2 months 
icmuneiation, in addition to any other compensation 
due. 

According to the Laboi Code agi cements foi an 
indefinite teim may not be unilaleially teimmatcd until 
aflei the agieemenl has inn lot at least 1 yeai. Hvcn 
then, just cause ami adequate notice aie icquhcil. Unjust 
teunination .subjects (he pnncipal to liability foi com- 
pensaling the agent an amount equal to 25% of his 
pievious month's eaimngs multiplied by the numbei of 
years of his seivice as an agent. 

In the case of tixed teim agieemcnts, the Laboi 
C'ode lemedies a pieniatuie teunination by making the 
pnncipal liable to compensate the agent 25% of the 
lemuneiation that he would have othetwise eameil ovei 
I he lemaining peiiod of the coiHiacl. This liability foi 
piemature teimination is doubled if the contiact is 
teimmaled without just cause. Unless notice is given 
puoi to its expmition date, a fixed term contiaet is 
automatically icnewed loi an identical petiod. 

By icfeience to aiticle 133 of the Laboi Code just 
cause foi termination by the piincipal may include such 
conduct by the agent as unjustified and repeated acts of 
insubordination, bieaeh of the agieement, unmoial 01 
dishonest conduct, incompetence and giave chspaiage- 
ment ol the pnncipal 01 its pioduct. 

El Salvador -The law icguhitmg principals and 
agenls is ton ml in the Commeicial Code (I)ectee No. 671 
ol Januaiy I, 1971, as amended by Dcciee No 247 of 
Januaiy 9, 1973). 

Agency conliacts may be lei minuted by eithei the 
piincipal 01 the agent by giving wiitten notice 3 months 
pnoi to teimination. llowevei , a piineipal may not 
tenmnate, modify, 01 lefuse lo icnew an agency 
contiact withoul just cause. If a contract is unilaterally 
and unjustly leimmated, the miuied paity has a right to 
claim damages. 

An agent whose tcptescnUition is unjustifiably 
terminated, may claim (1) the umecoveiable expenses 
which he has incuired foi the benefit of the agency, (2) 
the value ot the physical assets of the agency which have 
no altei native use, including equipment, fixtures, furni- 
tiue ami implements, (3) the value of this unsalable 
meichandise, stock and aecessones; (4) an amount equal 
to his gloss piolil expenence, not to exceed the latest 3 
yeais of reptesentalion; and (5) the value of ciedit he 
has extended to puichaseis of the pimcipaPs products. 

As amended, the Code defines just cause for 
teimination as a (1) bieaeh by I he agent of the contract, 
(2) the agents fiaud 01 abuse of the piincipal's tuist, (3) 
the agent's incompetence 01 negligence, (4) a continued 
clecieasc in sales foi leasons attributable to the agent; (5) 
the disclosure by the agent of confidential information, 
or (6). any act of the agent reflecting adveisely on the 



agency, the piincipal's pioducts or then sale and 
distnbution. 

If the principal is found to have dismissed an agent 
without just cause, the pnncipal may not import his 
pioducts, trademarks or seiviees into El Salvadoi until 
the compensation lawlully due to the agent is paid in 
full. 

All contioveisies between a pnncipal and his agent 
must be decided by the local cotut having juiisdiction 
over the agent. 

Guatemala-The principal-agency relationship is 
governed by the Commercial Code of Guatemala, which 
is set torth in Deciee No 2-70 of May 1970. Teimina- 
Lion of agency agreements is coveied by Deciee No. 
78-71 of September 25, 1971. Accoidmg to the more 
iccent decree, a principal is allowed to tenmnate the 
agieement with his agent by mutual consent, byexpha- 
tion in accoid with the terms of the contract, oj when 
the piincipal lias just cause as piovided by law. 

Just cause foi the piincipal's teiminating the agree- 
ment is defined as any ot the following (1) a breach by 
the agent of any of his conliaclual obligations to the 
principal, (2) the commission by the agent of a ctinunal 
offense against the person or pioperty of the piineipal, 
(3) the unjustified lefusal by the agent to render 
accounts due 01 piocccds of liquidation in accord with 
the teims of the contract, (4) the agent's disclosuie to 
thud parties of confidential mfoimalion entrusted to 
him by the pnncipal, or (5) a decrease in sales of the 
piincipal's pioduct 01 seiviees due to the agent's fault. 

In the event of an unjust teimination by the 
pnncipal, the agent may claim as compensation an 
amount including (1) the pievious yeai's diiect and 
pioniotional expense inclined by the agent m cany ing 
out the agency, (2) the cost of all unrecoveiable 
investments made by the agent in puisuance of the 
contiact, (3) the value of any unsold merchandise in the 
agent's possession, (4) 50% of the piesumed gioss piofits 
on the sale of such unsold merchandise, and (5) an 
amount equal to the prospective piofits to the agent for 
the lemaining term of the contiact ot foi 3 years, 
whichevei is less. The principal is also liable to the agent 
tor all Labor Law compensation claims dismissed em- 
ployees of the agent may have as a result of the 
termination. 

The parlies may mutually consent to the amount of 
compensation due the agent foi unjust termination by 
the piincipal, and in case of an unresolved dispute as to 
such amount the issue will be detei mined by the coiuts. 
If the principal has been sued by the agent for unjust 
tenmnation, he may be piolnbitcd from conducting 
business in Guatemala, eithei directly or mdiicclly, until 
the suit is settled or the agent's chum is paid. The 
pnncipal may avoid this piohibition on doing business in 
Guatemala by posling a bond to guarantee payment of 
the amount of any possible damage claim against him. A 
continuation of business undei piohibition and without 
securing such bond will subject the principal to a fine 
ranging from $50 to $5,000 (50 to 5,000 quctzales) 

Haiti-No special legislation has been enacted 
protecting the agent against lenmmition of the agency 



agreement, The Civil and Commercial Codes govern the 
principal-agent relationship However, natural persons 
acting as agents may claim the same benefits for 
dismissal under the labor laws ns do employees 

Under the Codes the parties inay freely stipulate the 
conditions of their agency contract. However, the 
following provisions must be included in the agreement: 
an identification of the agency territory, a list of the 
respective duties and obligations of the agent and 
principal, the remuneiation to be paid to the agent, the 
duration of the agreement, the lequirements for service 
of a termination notice and the jurisdiction governing 
tile agreement. 

Under the labor laws a waiver of legal rights is not 
recognized. Notice of contract termination is required 
except when the contract is terminated for just cause. 
The amount of notice that must be given in advance of 
the termination date varies from 8 days for contracts 
having been in effect for 3 months to 1 year, to 2 
months' notice when a contract has been in effect for 
more than 10 years. Failure to give the appropiiate 
notice subjects the principal to liability for the remu- 
neration to which the agent would have otherwise been 
entitled had such notice been given. 

Honduras The Civil and Commercial Codes regulate 
agency contracts. Decree No. 50, in foice as of Octobei 
16, 1970, governs the conditions and consequences of 
terminating agency contracts. 

A principal may not terminate, modify or refuse to 
renew the agency contract except for just cause 
Termination without just cause subjects the principal to 
liability for the damages suffered by the agent. Compen- 
sation for such damages may include the value of the 
agent's investment in premises, equipment, installation, 
furniture and utensils, which have no alternative use, the 
agent's outlay for unsaleable merchandise, stock and 
accessories, the value of that portion of goodwill 
generated by the agent's own effort, determined by 
considering the duration of the agency, the pioportional 
share of the principal's sales or service volume in relation 
to the agent's total business, the share of the Honduras 
market such volume of the pioduct or service represents, 
and any other factor quantifying goodwill. 

Just cause for the termination of the contract by 
the principal is defined as the agent's breach of contract, 
his fraud or abuse of the principal's trust; his disclosure 
of confidential information; or any act attubutable to 
such agent which reflects adversely on the business 
operation 

Mexico No special legislation protects the agent in 
case of termination of agency agreements. The principal- 
agent relationship is governed by the Civil and Com- 
mercial Codes. These Codes permit a principal, unless 
otherwise provided in the contract, to revoke the agency 
at his discretion. However, a wrongful or prematuie 
termination of the agency may make the principal liable 
for compensatory damages. Appointment of a new agent 
for the business amounts to a revocation of the old 
agency contract. 

On the other hand, by virtue of Article 285 of the 



Federal Laboi Law of April 1, 1970, natural persons 
acting as agents may claim the same protection fiom 
dismissal as is afforded to employees, including the light 
to compensation foi an unjust teimmation of the 
employer-employee relationship. In the case ot fixed 
term agreements which do not exceed 1 year, the 
compensation specified for piemature and unjust tenni- 
nation is set at one-half the value of the remuneration 
previously earned by the agent undei the agi cement If a 
fixed term contract has run for more than ! year the 
compensation then is set at the value of 6 months' 
lemuneiation plus 20 days' remuneration for every year 
of service after the fust year. In the case of indefinite 
term contracts the compensation amounts to 20 days' 
remuneration for each year of seivices rendered. The 
agent is also entitled to icceive an additional 3 months' 
earnings plus accrued remuneiation from the date of 
dismissal to the actual date the pnncipal pays him all the 
compensatory damages due. 

Nicaragiia-The Civil and Commcicial Codes govein 
agency agreements. Law No. 287 of Februaiy 2, 1972, 
entitled, "Law on Agents, Repicsentatives or Dis- 
tributors of Foreign Firms," covers the termination of 
agency agreements and establishes the compensation clue 
to the agent for the unjustified teimination of the 
agency relationship by the piincipal. 

Nicaiaguan law is the only law that may apply to 
agency agreements and, accordingly, choice of law 
clauses are not recognized. Although the puitiesaie fiee 
to stipulate the teims of the agency contract, they may 
not amend, icvoke 01 waive any of the lights to which 
the agent is entitled by law, These lights obligate the 
pnncipal 01 any substitute, intcnnediary 01 replacement 
acting on the principal's behalf, and any peison or firm 
acquiring the light to act under the agreement, to 
compensate the agent for his damages in the event the 
principal, his assignee 01 icpiesentative has no just cause 
for (1) dismissing or substituting the agent, (2) um- 
lateially terminating the agieement, (3) lefusing to 
renew an expued agreement, (4) taking ovei the agency, 
or (5) increasing the number of icpresenta Lives in 
Nicaragua. 

Law No. 287 provides that the agent's compensa- 
tion foi unjust teimmation by the pnncipal may include 
the agent's unrecoveiable investments and expenses 
which he has inclined in furtheiance of the agency. Such 
compensation also includes the agent's constructive loss, 
which is to be deteimined by lefeience to the amount of 
time that has expired under the agency agreement, This 
varies from 25% of the agent's expected gross earnings 
for a 3-year period if the contiact has been in effect 
from 3 to 6 months, to 100% of the agent's gross 
earnings during the pievious 3 yeais, if the contract has 
been in effect for more than 3 years. Furtheimoie, the 
agent ictains his right to all claims against the piincipal 
that are given him by equity, and may requne the 
principal to buy back his stock at whatevei cost, 
including the purchase price, freight, taxes and othei 
expenses, the agent may have had to incur to obtain and 
maintain such stock. In cases where the piincipal has 
increased the number of repiesenlatives without just 



cause or mutual agreement, the agent may claim 
compensation to the extent of 80??. of the constructive 
loss compensation that would have been due him had 
the agency been unjustly teimmated. 

The parties may imitally consent to the amount of 
compensation due to the agent for unjust termination by 
Die principal, and in the case of an umcsolved dispute as 
to such amount the issue will be determined by the 
courts. Any claim maintained by the agent must be filed 
with the couit within 2 yean, of the act giving use to 
such claim. To guarantee full payment to the agent on a 
favorable determination of his claim by the com Is, he 
may retain as a preferential creditoi all the principal's 
merchandise he has on hand. Furtheimoie, the Ministry 
of Economy, Industiy and Commerce may suspend the 
principal's right to mipoit goods into Nicaragua until he 
has compensated the agent in full or guaranteed such 
payment upon settlement by the courts, 

Just cause for a principal's terminating or refusing 
to renew an agency agicement is defined us (1) any 
crime set forth in Nicaiaguan Penal Code committed by 
the agent against the property 01 mteiests of the 
piincipal, (2) a continued icduction in the sale 01 
distribution of the principal's products clue _to the 
negligence of the agent, (3) any acts attributable to the 
agent which adversely affect the impoit, sale or distubu- 
tion of the piincipal's pioduct, or (4) the bankmptcy of 
the agent. 

Panama The agency conliact is icgulated by the 
Civil and Commercial Codes. Termination of the agency 
contract and lemedies for unauthoiized termination aie 
governed by Executive Decree No. 344 of 1969, as 
amended on November 18, 1969, and the rules of 
piactice found in Deciee No. 9 of February 7, 1970. 

The parties may freely stipulate then contract 
terms. However, pio visions foi the waivers of lights or 
mutual consent tormina Lions are valid only when ap- 
proved by the Ministry of Commerce. 

If a principal can establish just cause, he may 
without liability terminate, modify or refuse to icnew 
his agency agreements. If the teiminatian is unjustified 
the piincipal may be liable to compensate the agent the 
aveiage 1 yeai's gross piofits for contracts of less than 5 
years' duration, twice the average annual gross piofits 
for contracts of more than 5 but less than 10 years' 
duration, three times the aveiage annual gross profits for 
contracts of more than 10 years' but less than 15 years' 
duration, four limes the average annual gross profits foe 
contracts of more than 15 years' but less than 20 years' 
duration, five times the average annual gross piofits for 
contracts with moie than 20 years' duiation. Such lelicf 
may include the principal's purchase at cost of the 
agent's unsaleable mei chandise. 

Once it is dcteimined that an agent was unjusLly 
dismissed by his principal, he may not export goods to 
Panama until the compensation lawfully due the agent is 
paid. Just cause for termination of the agreement by the 
principal is defined as the agent's breach of contract, his 
fraud or abuse of the principal's tiust, his negligence or 
ineptitude, the continued decline in sales 01 distiibution 



attributable to the agent, Ins disclosure ol secret 
infoimation, and any act by the agent haimtul to (he 
^presented t'nni or products. 

Puerto Rico-The Pueito Rican Civil and Com- 
meicial Codes govern the Law of agency. Law No. 75 of 
June 24, 1964, as amended by Law No, 105 of June 
1966, supplement the Codes on the regulation of the 
principal-agent relationship. Parlies are fiee to agree on 
conditions and teims oi the lepjescnlation, llowevei, 
except for just cause, a paity may not unilaterally 
tenmnate the representation, icfuse to renew an expired 
agency agieement, 01 pcifonn any act detrimental to the 
permanence of tlie established relationship. Termination 
of agency agieemenl without just cause is considered a 
tortious act and makes the offending party liable to pay 
compensation to the injured party. Clauses waiving any 
of the agent's lights peovided by law are invalid. 

In tlie event of unjust tei ruination of the agency by 
the pnncipal, the agent has 3 yeais from the date ot 
actual termination, 01 the occurrence of an act 
detrimental to the peimanence ot the repicsentation, to 
hie a claim foi compensation. This compensation may 
include (I) the actual value of expenses inclined by the 
agent in setting up and limning the business, (2) the 
value of the agent's inventories and stock, (3) the loss of 
the agent's piofits and (4) the value ol his goodwill. The 
agent may also claim an amount equal to his piofit 
cxpenence foi the previous 5 years, or, if the agency 
existed for less than 5 yeais, five tunes the average 
annual profit. 

Just cause for the principal's tci initiation of the 
agreement is defined as (1) the agent's non-pcifonnance 
of essential obligations under the contract or (2) any act 
or omission by the agent which substantially and 
adversely affects the piincipal's interest in the promo- 
tion, marketing 01 distribution of the meichamhse or 
set vice in question. 

Vcne/,uela-~The Civil and Commercial Codes govein 
the lights and duties of an agent opeiatmg in his own 
name for the account of his piincipal. When an agency 
agreement for a fixed teim expires according to its 
terms, no notice is requuecl. However, a notice is 
required foi the termination of an agency agreement of 
indefinite lei in. When the pimcipal unjustly terminates 
an agency, in which the agent has made a substantial 
investment,, the piincipal is liable to the agent for his 
losses 

The Laboi Law of November 3, 1947, as amended 
by Decjee No. 123 of June 1974, regulates I he treat- 
ment of employees. This law may entitle unjustly 
dischiuged agents to the same benefits as dischatgetl 
employees. Furthermore, Venemclan Courts will not 
lecognize the agent's waiver of these employee lights. 
Under the labor Law, an employee may obtain compen- 
sation for wiongful or unjust dismissal fiom his job. This 
amounts to half a month's cunenl salary foi each year 
of employment, plus seveiance pay of 15 days' wages foi 
each year of employment (severance may not exceed 8 
months' wages). 



MIDDLE EAST AND MEDITERRANEAN 



Egypt-Decree No. 1906 of December 1974, effec- 
tive December 28, 1974, implements Law 107 of July 
1961 and Law 93 of July 1974. This decree governs the 
appointment and activities of private sector corporations 
and individuals, not heretofore authorized by Egyptian 
laws, as agents or representatives of foreign firms, 

No special legislation has been enacted to protect 
the agent in case of contract termination, The principal- 
agent relationship is governed by the will of the parties 
expressed in their agreement so long as it does not 
conflict with the law. 

Only Egyptian legal entities or individuals born of 
Egyptian fathers, approved and registered with the 
Ministry of Trade, may represent foreign principal;,. 
Corporate representatives must be chartered in Egypt 
and have a majority of Egyptian stockholders and 
management. Total Egyptian executive and managerial 
participation is required for partnerships. Furthermoie, 
all commercial representatives must have been perma- 
nent residents of Egypt for at least 5 years and have a 
permanent place of business there. Foieign principals 
must contract directly with their Egyptian represen- 
tatives, The agency agreement must clearly define the 
scope of the agency, establish the agent's responsibility 
and obligations and set forth the agent's commission or 
remuneration. Foreign principals represented by agents 
in the public sector may not appoint private agents until 
after the expiration of the public sector agent's agree- 
ment. 

Foreign principals may provide scientific, technical 
or consulting services when duly registeied and au- 
thorized by the Ministry of Trade, only while engaged in 
trade activities and operating a commeicial agency in 
Egypt. The agent's authorization to practice the pro- 
fession may be cancelled for violations of the country's 
laws, practices, or willful submission of false infor- 
mation. 

Iraq Principal-agent relation governed by Civil Law 

(Law No. 40 of 1951), and Commercial Code(LawNo. 

Q of 1943). Rights granted by the law to the parties 

tay not be waived. Agency agreements may be tenm- 

ated by 3ny party, at any time, with notice. If third 

arty rights are involved, a principal may not teimmate 

m agency unless consent is obtained from the third 

party. 

Premature termination of an agency, or termination 
without just cause, makes the terminating paity liable 
for compensation. Compensation is based on an estimate 
of actual damages resulting from the cancellation. 
Assessment of damages does not include loss of piofits. 
An agent or his heirs are also entitled to compensa- 
tion in the event of termination of the agency by death, 
bankruptcy, or prohibition to engage in commerce, of 
either the principal or the agent. The compensation shall 
be in proportion to the remuneration that would have 
accrued until the completion of the agreement. 

Israel The principal-agent relationship is goveined 
by the Agencies Act of 1965, supplemented by the 
non-abrogated provisions of the Ottoman Civil Code. 



The parties aie free to stipulate to the terms of the 
agreement which shall govern the agency relationship. 
Termination or cancellation of an agency agi cement and 
liability foi damages resulting theiefrom aie to be 
determined according to common law pimciples. Foi 
example, agencies may be terminated by the will of 
either party, by the terms of the agency agreement, by 
death or incapacity of any of the paities, or by 
termination of the business Although the foi mat publi- 
cation of the termination of the agency is not rcquued 
by law, it is advisable to place a timely notification in a 
local newspaper to prevent possible liability to thhd 
parties. 

Jordan-The "Commeicial Agents and Inter- 
mediaries Law, 1974" which came into effect May I, 
1974, regulates commeicial agents and mteimediancs, 
while previous Law No. 29, 1968, lemains in effect only 
insofai as it is not in conflict with the 1974 law. 
Although the principal-agent lelationship is goveined by 
the mutual will of the parties expressed by their 
agreement, only Joulaman law applies to the agency 
contiact (choice of law clauses are void) and the 
Jordanian Courts have exclusive junsdiction to inteipiet 
it. Only natuial 01 legal peisons of Jordanian nationality 
may repiesent foreign principals and coipoiate repie- 
sentatwes must be chartered in Joidan and have a 
majority of Jordanian stockholder. Fuitheirnorc, all 
commercial lepresentatives must be permanent residents 
of Joidan and have a peimanent place of business in the 
Kingdom of Jordan. The foieign piincipal must contract 
directly with the Jordanian agent 01 intermediary 

Except when the authorities revoke the agency, the 
piincipal is liable to his agent for damages, if he 
terminates the commercial agency agioemcnl (1) with- 
out just cause (2) at a time other than its natuial 
expiration date. Such damages may include the pro- 
jected profits the agent would have eained if the 
contract had expired accoiding to its own terms. When 
the national law 01 the contract terms aie silent or 
ambiguous on the issue of termination 01 damages 
therefor, the patties may apply local law or custom, 

Kuwait-No special piotective legislation has been 
enacted. Pnncipal-agent lelationship is governed by 
Commercial Law No. 2 of 1961, supplemented by 
Oidmance 36 of 1964. Either party may terminate an 
agency agreement at any time provided notice is given to 
the other paity. Compensation may be due if the 
agreement is prematuiely terminated or teimmated 
without just cause. 

If the agreement is silent as to compensation, 01 the 
parties cannot agree on amount, the injured party may 
sue in the couits for damages. 

Lebanon-Principal-agent r elations govei ned by 
Code of Obligations and Contracts, Commercial Code, 
and Legislative Decree No. 34 of August 5, 1 967. 

The Code of Obligations and Contracts provides 
general lules applicable to all types of contiacts. This 
includes agency agreements. Premature termination of a 
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contract, 01 termination without just cause, makes the 
terminating party liable foi compensation. 

The Commercial Code applies to all agents and 
employees. Dtstnbutois are excluded from its provisions 
it' they aie doing business for their own account, 
lepiesentmg seveial turns, and having their own enter- 
puses. Agents and employees aie entitled to compensa- 
tion it the agency is teimmated without notice and 
without just cause. The right to claim compensation 
depends on whether such agency was their only occupa- 
tion. 

The Legislative Decree of August 5, 1967, supple- 
ments the foregoing laws by including within its pro- 
visions all agents and distributors not bound by an 
employment contiact. Accoidrng to this decree waivers 
ot any lights aie not iceogmzed; agents or distributors 
are entitled to claim compensation from the principal in 
any 01 all of the following situations premature 
lei initiation of the agency, termination of the agency 
without just cause, or refusal by the principal without 
jusl cause to renew an expired agency agreement. 

The compensation claim may include actual dam- 
ages suffered, lost, of profits, and compensation foi 
efforts in successful promotion of the agency. 

Libya-No special protective legislation enacted, 
Principal-agent lelationship is governed by provisions of 
the Commercial Code. Definite term agreements teimi- 
nale on the expuatron of the agieemenl. Indefinite term 
agreements may be terminated for just cause and with 
notice to the agent, 

An agent is entitled to claim compensation against a 
principal in the following situations: piernature leimina- 
tron of a defrmtt: term agreement, without just cause; 
and termination of an indefinite term agiecment without 
just cause and without notice. 

The compensation may amount to 1 month's 
commission. 

Morocco-Piincipal-agent relationship governed by 
Dahh of May 21, 1943. This law applies when the agent 
is not a commercial enterprise. 

Code of Obligations and Contracts of August 12, 
1913, as amended, applies lo commercral lepresentation 
enterprises. These are excluded from tire scope of the 
Dalur of May 21, 1943. 

Undei the Code, a puncrpal may, at any trme, 
terrnrnate an agiecment. However, if the termination is 
premature or unjust, the agent may sue for compensa- 
tion. 

The Daliii of May 21, 1943, considers the principal- 
agent relation as a contract foi the "rendition of 
seivices." Therefore the agent is treated as an employee 
of the principal. 

This law does not recognize waiver of lights granted 
to the agent. 

The agreement will not be affected by any changes 
undergone by the piincipal-employei. A new principal 
will be bound by the terms of the agreement. 

Termination of the business, excepl in cases of 
"force majeure," is no excuse for failure to observe the 
notice requirement. 

A definite teim terminates at date of expiration. 



Even so, a principal may be held liable foi refusing 
without just cause to renew an expired definite term 
agreement. 

An indefinite term agreement may be terminated 
for just cause and with service of notice of termination. 
The notrce term varies in relation to the duiation ot the 
agency. Service of notice is only excused in cases of 
"foice majeure." 

Accordingly, an agent may claim the following 
compensation, 

Definite teim agteements. For premature termina- 
tion and failure to renew without just cause. 

a) Any benefits that would have been earned 
before termination of the agreement. 

b) An indemnity for termination of the agree- 
ment, unless termrnaled for just cause. 

Indefinite term agreements. For failure to serve 
notice of termination, and/or termination without just 
cause. 

a) Any benefits that would have been earned 
during the notice term. 

b) An idemnily established on the basis of nature 
of the service, duiation of the service, and 
damages suffered. 

If an indefinite or definite term agreement is 
terminated by death, accident, or disease, resulting in 
complete and permanent incapacity of the agent, he, his 
representative or heirs, are entitled to compensation 
established on the basis of goodwill developed. 

Syria-No specral protective legislation has been 
enacted. The principal-agent relatron rs governed by the 
Commercial Law of September 1949. 

The parties are free to agree on the terms of their 
agency contract, rnclruhng cancellation provisions. In the 
absence of provisions in the agreement commercral law 
and customs apply. 

Definite term agreements terminate on the date of 
expiration of the agreement. Premature termination of a 
definite term agreement may result in damage liability. 

The laws require service of notrce of termination 
The notrce term varies in lelation to [he type and 
duration of the agency. A two-month term rs granted to 
the principal to appoint a new agent, undei penally of 
being kept fiom doing further business. 

Turkey-No specific protective legislation has been 
enacted. Principal-agent relatron governed by Commer- 
cial Code. 

Three months' notrce is required to terminate 
indefinite term agreements; to prematurely terminate for 
just cause a definite term agreement an identical notice 
term rs required. 

Failure lo serve notice, or absence of just cause may 
make a party liable to pay compensation. 

An agent is also entitled to claim compensation, if 
the piincipal dies, is declared bankiupt, or legally 
foi bid den from engaging in commerce. Additionally, 
death or incapacity of the agent, may entitle his legal 
representative or heirs to claim compensation. 

The compensation rs based on estimated earnings 
that would have accrued until pending business had been 
completed, 
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FAR EAST 



India The principal-agent relationship is governed 
by Chapter X (Sections 182-238) of the India Contract 
Act. It the agency is for a fixed period, the party 
prematurely revoking or terminating without just cause 
is liable to the other party for compensation. The 
principal may terminate an agreement prematurely and 
without liability, if the agent is guilty of misconduct in 
the due discharge of his duties. However, service of 
reasonable notice of termination is required. The law 
does not define the extent of leasonable, and each case 
is decided according to the particular circumstances. 
Indefinite term agreements may be terminated by the 
principal at any time. Service of reasonable notice is 
advisable. 

Agency agreements terminate automatically by (1) 
expiration of the contract term, (2) death or incapacity 
of the agent, (3) death or incapacity of the principal, (4) 
completion of the business or (5) impossibility of 
execution by reason of law or destruction of the subject 
matter. 

Japan Principal-agent relation is governed by the 
Civil and Commercial Codes. Parties aie fiee to agree on 



the terms and conditions of their agreement. This 
includes provisions foi termination of the agency. 

Under the law a two-month notice of termination 
must be given to the othei paity to terminate an 
indefinite term agreement. Howevei, the parties may 
piovide for longer notice periods. Definite teim agree- 
ments terminate on the expiration of the agteement but 
may be prematmeiy terminated foi just cause. 

Korea-No special protective legislation enacted 
Principal-agent relation is goveined by the Civil Code 
and the Commercial Code enacted as Law No. 1000 of 
January 20, 1962. The paities aie fiee to agtee on the 
terms ol their agreement. This includes provisions loi 
terminating the agency. In the absence of agieement by 
the paities, an indefinite term agency may be teiminated 
by giving two-month notice. A definite teim agieement 
tei inmates on the expiration of the agreement. 

Undei the law, a definite, or an indefinite, teim 
agreement may also be terminated at any lime fot just 
cause. The law is not cleai whether notice of lei munition 
is icquired in these cases. 
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By BRANT W. FREE 
Foreign Business Practices Division 



Carrying commeicial samples and professional 
equipment to foreign markets has become much easier 
foi U.S. businessmen now thai the United States has 
joined the international customs camel system. The 
carnet system is designed to permit duty-hee entry of 
certain goods temporal ily iinpoited into another coun- 
try, 

U.S. businessmen can purchase ahead of time in the 
United States a carnet which can be used to pass 
samples, piofessional equipment and certain other arti- 
cles through Customs at the boiders of several countiics 
(luting a single trip. By using the camet, the commercial 
traveler reduces the expense and time consuming incon- 
venience of posting bonds 01 cash deposits at each 
bordei for the goods accompanying him or those sent 
unaccompanied. 

Garnets are mtci national customs documents which 
serve as guarantees against the payment of customs 
duties which may become due on goods tempoiarily 
impoited and not reexportecl. Besides customs duties the 
guarantee extends to all othei duties and taxes payable 
on or in connection with temporary importation, in- 
cluding internal taxes and excise duties chargeable on 
imported goods. Not covered aie fees and chaiges which 
are limited in amount to the approximate cost of 
services tendered and do not icpiesent an indited 
protection to domestic products 01 a taxation of imports 
for fiscal purposes. 

The carnet itself is composed of a series of vouchers 
which list the goods to be coveicd and the countries to 
be visited. When leaving the United States, the carnet is 
presented to a customs officer who ceitifics that the list 
is complete and coirect. One of the voucheis is removed 
and retained by the U.S. Customs Service until the 
goods are reimpoited. Fiom then on, a vouchei is 
detached each time the cainet holdei enters or leaves a 
countiy until the goods arc returned to the United 
States. If the cainet-coveied goods are sold or otherwise 
disposed of overseas, the carnet holder is lesponsibie for 
paying the applicable import duties and taxes, and must 
certify to that effect for U.S. Customs. 

This facility has been made available to Americans 
by U.S. adherence on Dec. 3, 1968, to five interrelated 
international customs conventions. They are the Cus- 
toms conventions on: the IICS Garnets for Commercial 
Samples, the ATA Carnet for the Temporary Admission 
of Goods; the Temporary Importation of Professional 
Equipment; the International Transport of Goods under 



Covei of TIR Cainets, and, the Customs convention on 
Containers. These conventions, together with the eaiher 
International Convention to Facilitate the Importation 
of Commeicial Samples and Advertising Materials, estab- 
lish temporary importation privileges for specified 
goods, and provide for the use of carnets to facilitate 
such importations. 

The ECS carnet convention makes available to 
Ameiican businessmen carnets guaranteeing payment of 
customs duties which would be due on commercial 
samples (including advertising films up to 16 mm.) 
tempoiatily imported into member countries. Each 
carnet is valid for a period not to exceed 1 yeai. The 
items tempoiaiily imported must be icexpoited within 
the period of validity of the cainet, and may not be 
leased or sold while in the teiritory of impoitation. 

What Is a Sample? 

Samples are defined in the convention as articles 
which aic imported solely for the purpose of being 
demonstiated in the territory of importation for the 
soliciting of orders for merchandise to be supplied from 
abioad. This broad definition means that a sample might 
be an item small enough to fit inside a briefcase or an 
unaccompanied piece of heavy machinery or equipment. 
The convention expressly excludes from coverage "iden- 
tical articles brought in by the same individual, or sent 
to a single consignee, in such quantity that, taken as a 
whole, they no longer constitute samples under ordinary 
commercial usage." Also excluded aie unmounted gems, 
as well as one-of-a-kind mounted gems or pieces of 
jewehy; handmade one-of-a-kind aiticles, such as car- 
pets, certain pieces of fumiture, paintings, and sculpture. 

The ATA carnet convention provides for recogni- 
tion of carnets for the importation of any goods, 
temporarily admitted free under other international 
temporary importation conventions to which a con- 
tracting government is a party 01 under temporaiy 
admission piocedures of national laws and regulations. 
Because of its more comprehensive coverage, the use of 
the ATA carnet is superseding that of the ECS carnet. In 
fact, the American carnet-issuing organization, the U.S. 
Council of the International Chamber of Commerce 
issues only ATA carnets. Since some countries, however 
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are a party to one convention and not the other, the 
United States has acceded to both to assuie that U.S. 
exporters have the broadest range ot facilities available 
to them. 



What the letters mean 

The letter designations for the different types of 
carnet stand for 

ATA-the combined French and English words 
Admission Temporaire/Temporary Admission, 

ECS the combined French and English words 
Echantillons Commerciaux/Commercial Samples, 

TIR-Transport International Roulier (international 
road transport). 



The customs convention on professional equipment 
permits Americans to take cinematographic equipment, 
equipment for the press, for radio and television 
broadcasting and other tools of trade (such as medical 
instruments and measuring and calibrating equipment) 
into member countries for periods up to 6 months 
without payment of import duties. The ATA cainet is 
used as a guarantee for customs duties to which such 
temporarily- entered equipment might be liable if not 
reexp. orted as specified. 

The TIR convention makes TIR carnets available to 
American exporters so that their shipments under the 
convention en route to an interior destination shall not 
be subjected to the payment or deposit of miport or 
export duties and taxes at customs offices en route. As a 
general rule, such shipments would not be subject to 
Customs inspection until arrival at the final destination. 
The Equipment Interchange Association (E1A) has been 
designated by the U.S. Customs Service as the official 
U.S. TIR carnet issuing and guaranteeing association. 
Inquiries concerning the TIR carnet should be addiessed 
to the EIA, at 1616 P Street, N.W., Washington, D.C. 
20036. 

The customs convention on containers allows tem- 
porary duty free entry for up to 3 months of American 
containers now widely used tor shipments in inter- 
national trade This facility is applicable to reusable 
containers, either loaded or empty, having an internal 
volume of 1 cubic meter or more, such as lift-vans, 
movable tanks, or other similar structures. This conven- 
tion relates only to the customs treatment of the 
containei, not its contents, and does not employ the 
cainet facility. 

Carnets for commercial samples and professional 
equipment can be used in countries which have signed 
the related conventions and designated local caniet- 
issuing and guaranteeing associations. These countnes, 
which include most major U.S. trading partners except 
the Latin American states, are: Australia, Austria, 
Belgium/Luxembourg,, Bulgaiia (for professional equip- 
ment only), Canada, Czechoslovakia, Denmark, Finland, 
France (including Guadeloupe, Guyane, Martinique, 



Reunion), Germany (Fedeial Republic of), Hungaiy, 
Iceland, Ireland, Istael, Italy, Ivory Coast, Japan, Nether- 
lands, Norway, Poland, Portugal, Romania, Spam, Swe- 
den, Switzeiland, United Kingdom (including Gibrultei), 
and Yugoslavia. 

The local cainet associations ,ue inembeis of the 
International Bmeau of Chambers of Commeice camel 
chain, and have two pumaiy functions, to issue cainets 
to then residents, and to guatantee the payment of 
duties to local customs authoiities should goods im- 
ported under cover of a toteign-issued carnet not be 
reexported. 

The U.S. Council of the Intei national Chamber of 
Commerce, 1212 Avenue of the Amertcas, New Yotk, 
N Y. 10036, has been designated by the U.S. Bureau of 
Customs as the United States' issuing and guaianteeing 
organization. 

Where To Apply 

American firms or theii designated lepiescntatives 
should apply for cainets to the U.S. Council at its New 
York address. U.S. Depaitment of Commerce Dislnct 
Offices presently have descriptive liteiature and appli- 
cation foi ins available for distribution to those in- 
terested in securing a cainet. 

A fee is charged for the cainet to covei seivices 
rendered by the U.S. Council. This fee is based on the 
value of the goods coveied and inns fiom a minimum of 
$60 to a maximum of $150. 

Completed applications, with fee, should be accom- 
panied by a bank lettei of ciedit (or a cash deposit, bank 
guarantee 01 a similai secunty) in favoi of the U.S. 
Council, to remain in foice for 30 months fiom the dale 
of issuance of the carnet. The amount of the guarantee 
will be 40% of the value of the goods coveied by the 
cainet. This is required in ordei thai Ihe Council may 
have recourse should duties not be paid on goods 
expoited under a cainet and sold oveiseas. Thesecuiity 
is leleased when the used carnet is returned to the 
Council indicating that all foieign customs icquirements 
have been met. The Council is willing to considei 
flexible guaranteeing arrangements undei which a single 
instrument would covei moie than one cainet. 

In all cases, it is up to the U.S. Council to determine 
whether a cainet will be issued foi a particulai item, 
since the types of goods which aie allowed cainet- 
coveied, tempoiary entry under national laws and 
regulalions differ from country to countiy. Also it 
should be lemembeied that camels in no way subslilute 
for the usual U.S. export control piocedures required 
under the Expoil Administiation Act of 1969. 

The carnet system has woiked successfully in 
Europe for a numbei of yeais and moie than 100,000 
are issued annually worldwide. U.S. businessmen have 
found the cainet particularly useful when displaying 
their goods at overseas exhibits and sending theii 
technicians with tools of tiade to repair equipment 
installed abroad. 
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THE U.N. CONVENTION 



By OV IDIOM GIBERGA 
Foreign Business Practices Division 



Changes in the Fedeial Arbitration Act adapt it to the world tend to resort whenever possible to voluntary 

the needs of international tiadeis, many of whom piefer commercial arbitration for the settlement of their 

to settle disputes by aibitration. Theii practice is to disputes. Aibitration affords, in the usual case, a less 

insert an arbitration clause 111 liade contiacts, using one expensive, private, and fastei procedure. It assiaes the 

of the standard clauses of the American Aibitration paities of a hearing and a decision by experts in the 

Association or similar organizations. tiade involved. 

Unless settled voluntanly, tiade differences may These experts, who are appointed by the parties or 

have to be decided ultimately through court action. As a by an organization designated by the parties, impartially 

rule this means an expensive and time-consuming opera- hear and examine the case and weigli and appraise the 

tion, paiticulaily if litigation takes place in a foreign evidence. They limit their inquiry to the matters and 

country. Inconveniences and hazards multiply. Language issues agreed to m the arbitration agreement, and decide 

baineis, distance between the litigants, need to depend the dispute in accordance with universal mercantile 

on foreign legal counsel, and lelative unfamihanty with standards and established business practices. This system 

foreign laws, are some of the factors which contribute to is designed to provide the parties with a prompt, 

the delay, expense, and uncertainly usually incident to inexpensive, private and impartial settlement of their 

foreign lawsuits. dispute under principles known and understood by the 

To avoid these inconveniences businessmen all ovei litigants. 



Explanation of 1970 Amendments to the U.S. Arbitration Act 

On July 31, 1970, the President signed legislation (Public Law 91-368) amending the basic Federal 
arbitration law, the United States Arbitration Act (9 U.S.C. 1 et seq.), so as to increase the enforceability of 
certain arbitration agreements and awards. The amendments are in the form of a new chapter (Chapter 2) to the 
Arbitration Act and pertain exclusively to agreements and awards made pursuant to the United Nations 
Convention on the Recognition and Enforcement of Foreign Arbitral Awards. The Convention, which the U.S. 
has acceded to and which entered into force for the U.S. on February 1, 1971, is an agreement between member 
countries (now numbering 45) that they will recognize and enforce commercial arbitration agreements and 
awards as required by the Convention. 

While the United States Aibitration Act prior to amendment by Public Law 91-368 was only applicable to 
narrowly defined types of arbitration agreements and awards, the Convention applies to virtually all commercial 
arbitrations involving nationals or companies of member countries. Consequently, the new chapter has 
considerably broadened the Act's coverage. The most important changes embodied in Chapter 2 are: 

1. Disputes arising out of an arbitration agreement subject to the Convention will now fall within the 
original jurisdiction of the Federal District Courts regardless of the amount in controversy. Such disputes brought 
before a State court may be removed to the appropriate Federal District Court. 

2. The Federal District Courts are authorized to direct that arbitration be held at the place provided for in 
the arbitration agreement even if that place is outside the United States. The Court may also appoint arbitrators 
in accordance with the provisions of the agreement. 

3. Arbitral awards made pursuant to the Convention may be presented to a Federal District Court for 
confirmation for up to three years following the date they were rendered. 

See Annex A, page 2 1 , for the text of the United States Arbitration Act. 
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However, obtaining recognition and enforcement in 
countries foreign to that of issuance of the arbitration 
award has often been a matter of uncertainty. This 
difficulty is what tlie 1958 U.N Convention on Recogni- 
tion and Enforcement of Foreign Arbitral Awards is 
designed to overcome. In the absence of agreement by 
treaty, domestic legislation usually does not provide 
specifically for recognition and enlorcement of foreign 
arbitral awards. The winning party, to enforce a foreign 
award, had to initiate a judicial proceeding in such 
countries. 

The convention sets up uniform provisions under 
which the contracting states shall recognize and enforce 
under their rules of procedure, in their respective 
jurisdictions, arbitral awards that have been issued in 
other member -countries 

The convention also specifies the grounds on which 
recognition and enforcement may be refused The term 
arbitral awards refers to awards made by arbitrators 
deciding differences between legally competent parties, 
and includes awards made by arbitrators appointed for 
individual cases and those made by permanent arbitral 
bodies to which the parties have submitted, such as the 
arbitral tribunal of a chamber of commerce 

Under the convention each contracting state has 
agreed to recognize agreements in writing whereby the 
parties undertake to submit to arbitration differences 
that have arisen or which may arise between them m 
respect of a defined legal relationship, whether contrac- 
tual or not, concerning a subject matter capable of 
settlement by arbitration. The term "in writing" in- 
cludes an arbitral clause in a contract or an arbitration 
agreement, signed by the parties or contained in an 
exchange of letters or telegrams. 

Accordingly, a court of a contracting state will 
refrain from taking jurisdiction of a matter which the 
parties have agreed to submit to arbitration. As a rule 
under the convention each contracting state shall recog- 
nise as binding and enforce the above mentioned arbitral 
awards in its jurisdiction, once the petitioner has 
complied with several formal requirements. However, 
recognition jnd enforcement are not automatically 
extended to all agreements and foreign arbitral awards. 
There are circumstances under which member states may 
deny recognition and enforcement of agreements or 
a wards. 

Under the convention each contracting state may 
limit its application of the convention. Some countries 
enforce awards only in matters considered commercial 
under their laws; these countries are separately identified 
in the accompanying list of ratifying states. 

Other grounds on which recognition and enforce- 
ment may be refused are: incapacity of the parties or 
invalidity of the arbitration agreement under the Jaw 
governing them, the party against whom the award is 
invoked was not given proper notice of the appointment 
of the arbitrator or of the arbitration proceedings or was 
unable to present his case; the award falls outside the 
terms of the agreement to submit to arbitration or the 
award has not yet become binding on the parties or has 
been set aside. The contracting states may also deny 
recognition and enforcement when the subject matter of 



the award is not arbitrable undei its laws, 01 recognition 
or enforcement of the award would be against public 
policy. 

In i elation to othei international tieaties and 
conventions enteied by contracting states, the 1958 
United Nations Convention provides that the Geneva 
Protocol on Arbitration Clauses of 1923, and the Geneva 
Convention for the Execution of Foieign Arbitral 
Awards of 1927, shall cease to have effect between the 
member stales. The United States doe;, not belong to the 
above mentioned Geneva Conventions but has Friend- 
ship, Commerce, and Navigation Tieaties, that include 
arbitration piovisions, with the following countries 1 
Japan, Koiea, Republic of China, lian, Israel, Haiti, 
Colombia, Ireland, Gieece, Portugal, Federal Republic of 
Germany, Denmark and the Netheilands. 

The convention was not intended to, and conse- 
quently does not piovide a text of substantive and 
procedure rules of arbitration to be applied by the 
contracting states when deciding domestic arbitration 
cases. In fact, each slate decides arbitration under its- 
own laws. Rather, the convention's aim is to provide 
rules to govern the recognition and enforcement of 
foreign arbitral awards and agi cements. 

The convention applies only to voluntaiy arbitra- 
tion, as distinguished from compulsory arbitiation. 
Under voluntary arbitration the patties, of their own 
free will agree to submit Iheir conlioveisies over a 
commercial transaction, to the judgment of an impartial 
third party or arbitrator. In this type of aibitration the 
parties are free to a great degiee to stipulate matters and 
issues to be settled, pioceduies and uiles to be followed, 
and the choice of law to be applied. 

The 1958 Convention enjoys a number of advan- 
tages over its predecessors. A pimcipal benefit is the 
reduced and simplified requirements foi lecognition and 
enforcement of awards. The convention clearly stipu- 
lates the affirmative actions that must be taken by a 
party seeking enforcement of a foreign arbitial awaid. 
The required actions are reduced to a minimum. In 
effect, by requiring only the establishment of a prima 
facie case, the burden of establishing a satisfactory 
defense is placed on the party against whom recognition 
and enforcement is invoked. Also, the convention 
provides for improved freedom of the parlies in choosing 
the arbitral authority as well as the aibitration proce^ 
dure, 

The United Nations Convention on the Recognition 
and Enforcement of Foreign Arbitral Awards was 
ratified by 45 countries as of Septembei 1974. 

The following countries ratified without conditions: 
Austria, Cambodia, Ceylon, Dahomey, Egypt, Finland, 
Ghana, Greece, Israel, Italy, Mexico, Niger, Sweden, 
Synan Arab Republic, United Republic of Tanzania, 
Thailand, and Yugoslavia. 

The following ratified with a declaiation of reci- 
procity: Australia, Botswana, Byelorussian S.S.R., Bul- 
garia Central African Republic, Cuba, Czechoslovakia, 
Ecuador, Denmark, Federal Republic of Geimany, Ger- 
man Democratic Republic, France, Hungary, India, 
Japan, Madagascar, Morocco, Netherlands, Nigeiia, Nor- 
way, Philippines, Poland, Romania, Switzerland, Trini- 
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dad and Tobago, Tunisia, Ukrainian S.S.R , Union of 
Soviet Socialist Republics, United States of Ameilca, 
and Upper Volta. 

The following tatified it with a declaration limiting 
participation to arbitiation of disputes arising out of 
legal relationships on commeicial matters. Botswana, 
Cential African Republic, Ecuador, Fiance, Hungaiy| 
India, Republic of Korea, Madagascar, Nigeria, Philip- 
pines, Poland, Romania, Trinidad and Tobago, Tunisia, 
and the United States of Ameiica. 

Norway unified with the following reservation: "We 
will not apply the convention to diffeiences where the 
subject matter of the proceedings is immovable property 
situated in Norway, 01 a light in or to such pioperty." 

The Office of International Finance and Investment 
has prepared summaries of the commeicial arbitration 
laws of 21 countries. These summaries cover the 
highlights and indicate the salient features of the 
aibitration picture in each country. They are believed to 
reflect the situation at the time of writing. However, it 
should be borne in mind that commercial laws are 
constantly changing and that countries fiom time to 
time enact new laws to conform to local needs. 

These summaries do not include all 45 contracting 
states, noi the slates which have not yet joined the U.N. 
Convention, such as the United Kingdom, Canada, 
Belgium, and others. However, some ot the excluded 
countries have highly developed arbitration laws and 
excellent institutional facilities for arbitration. 

Austria-Aibitiation is governed by the Code of 
Civil Proceduie, 1895, as amended. Arbitration agree- 
ments must be in writing. With few exceptions arbitra- 
tion may be agreed to foi settlement of any type of 
dispute. Parties usually appoint one arbitrator each and 
they appoint a third. If parties cannot agree, arbitralois 
may be couit-appointecl. 

Awaid must be in wilting and delivered to parties. 
Arbitrators decide within the framework of the agree- 
ment in accordance with theii own free judgment. 
Awaids aie enforceable by the couits. They are usually 
subject to court challenge only if the arbitration 
agreement expiessly piovides foi appeal. The award may 
be set aside on vanous gtounds stipulated in the Code. 
Arbitial awards are not usually made public. 

AibiUat tribunals foi deciding commercial disputes 
are operated by the Chambeis of Commerce in the nine 
Landers of the Austrian Federation, the Produce Ex- 
change, the Commercial Exchange and the Stock Ex- 
change. 

Ceylon-Aibitiation is governed by tfic Code of 
Civil Pioceiluie (Cap 86, Sections 676-698), the Arbitra- 
tion Oidinance (Cap 83), Legislative Enactments of 
Ceylon, and Oidinace for the Enforcement of Judgments, 
No. 41 of 1921, suppoiting the Aibitration Rules of the 
Ceylon Chambei of Commeice. Written agreements to 
arbitrate existing 01 future disputes are recognized as 
valid. Parties may appoint aibitiators and mutually agree 
on the pioceduial niles which would govern the arbitia- 
tion piocecdmgs. Arbitrator's fees and costs of proce- 
duie paid by losing party. Awaids must be in writing and 
the .parties notified. Voluntary arbitration awards aie 



final and binding on the parties and persons claiming 
under them. The arbitrators or any of the parties may 
apply to the competent couit for filing and confirmation 
of the award. Losing party may apply to the court for 
the setting aside or annulment of the award. 

Czechoslovakia- Arbitration proceedings in inter- 
national commercial relations governed by Statute No. 
98/1963. Other statutes and the Code of Civil Piocedure 
regulate domestic arbitration matteis. The arbitration 
agreement must be in writing, but not in any particular 
form, and may concern a dispute which already exists 01 
refei to futuie disputes arising from the contractual 
relationship. If a valid agreement exists courts will not 
adjudicate matters submitted to aibitration. Awards 
must be in writing. They acquire the status of judgments 
when served on the other paity and an order of 
execution may be obtained on application to the court. 

The Court of Aibitration of the Czechoslovakian 
Chambei of Commerce decides all commercial arbitia- 
tion controversies. This court works in cooperation with 
the Chamber of Commerce in Prague. Apart from this 
Court there is no other arbitral tribunal. 

Ecuador-International commercial arbitration is 
governed by Decree 735 of Oct. 28, 1963, entitled 
"Commercial Arbitiation Law." This law expressly 
recognizes the validity of agreements to submit existing 
or future commercial disputes to aibitration. Arbitrators 
aie chosen and appointed by parties from rosters 
prepared by the Boaid of Directors of the Chamber of 
Commerce. If the paities fail to appoint arbitrators they 
may be nominated by the court which will be in charge 
of execution of the award. The award must be in writing 
and is enforceable from time of notification. Unless 
differently agreed, the parties pay their share of the 
arbitiation procedure. No appeal may be filed against an 
arbitral award. However, explanations, elaboration, or 
correction of awards may be petitioned prior to the 
award becoming final (3 days). 

Finland-Aibitration governed by Code of Arbitral 
Procedure, February 4, 1928. Execution of arbitral 
awards governed by Debtor's Act of 1895, as amended, 
Law No. 262 of Jan. 5, 1962 applies to enforcement of 
foieign arbitral awards. 

Arbitration agreement must be in writing. Agree- 
ments concerning current disputes and future aibitration 
clauses recognized. Parties are fiee to stipulate agree- 
ment, proceduie, governing law, arbitral court, and 
appointment of aibitiatois. If a valid agreement to 
aibitrate exists, courts will not adjudicate issues sub- 
mitted to aibitiation, 

Awards must be in writing, served on parlies, and 
filed in couit. Arbitrators are fiee to decide case based 
on justice and fairness with observance of public policy. 
Reasons for the award are usually stated. If enforcement 
of award is sought and it is upheld, execution is similar 
to that of a judgment. The losing party may be ordered 
to pay the costs of obtaining the ordei of execution. 
Foreign awards can be executed in Finland if they 
confoim to the statutory requiiements of Finland; the 
party opposing execution is entitled to an opportunity 
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to present views. Commercial disputes are arbitrated by 
the Arbitration Board of (he Central Chamber of 
Commerce, Helsinki, in addition to ad hoc tribunals 

France-Arbitration procedure is governed by the 
Code of Civil Procedure, as amended by Decree of Dec 
22, 1958, and by the Commercial Code. Both arbitral 
clauses and submissions are recognized, and have the 
effect of depriving the courts ol jurisdiction and 
requiring the parties to proceed to arbitration. Arbitra- 
tion is excluded from legal situations reserved to the 
courts, and in the field of commercial law questions of 
bankruptcy, questions concerning the ownership and 
validity of patents and trademarks, among others, aie 
not subject to arbitration. The law does not prescnbe 
any set foirn for arbitral clauses or submissions but it 
stipulates that they must be in writing. 

No specific number of arbitrators is required by law, 
and parties usually leave their choice to the institution 
conducting the arbitration. Arbitrators are entitled to a 
fee usually payable before the proceeding begins. Arbi- 
trators must apply rule of law, unless agreement ap- 
points them as "amiables compositeurs", in which case 
they may consider only public policy and equity 

Award must be in writing and state the reasons on 
which based. It must be filed in court for continuation 
for enforcement purposes. The court reviews the deci- 
sion to ascertain that the arbitrator has decided within 
the limits set forth by the contract ot arbitration. Once 
enforcement is ordered, the award opeiates in every 
respect as a judgment, 

International commercial matters may be arbitiated 
through the Court of Arbitration of the International 
Chamber of Commerce, 38 Cours Albert ler, Pans, There 
are also several regional arbitration institutions and 
commodity exchanges which provide arbitral facilities 
for their members, e.g., coftee, cocoa, leather, cotton, 
shipping. 

Germany, Federal Republic-Arbitration is governed 
by the Code of Civil Procedure. Agreements are usually 
expressed in writing but verbal agieements are some- 
times recognized ami in some blanches of commerce it is 
the custom and practice to refei all disputes to aibitra- 
tion unless otherwise stipulated. Arbitral clauses and 
submissions have the same binding force and legal 
consequences. The arbitration agreement has the effect 
of excluding jurisdiction of the law courts and imposing 
the obligation to participate in arbitration proceedings. 
Arbitrators have a large degree of independence and are 
not bound by rules of proceduie noi ordmaiily by rules 
of law. Awards must be filed with the competent court 
together with evidence of service on the other party to 
be enforceable. Courts will not inquire into the merits of 
contested awards but a judicial review is available and 
awards may be set aside for cause. 

Enforcement of a foreign award takes place in a 
manner identical to awards made in Germany unless 
grounds exist which make it incapable of being enfoiced 
m Germany, e.g. contrary to public policy, lack of 
iroper hearing, etc. Awards are in wilting and notified 
o the parties but are not usually published. Arbitration 
s widely practiced and there are aibitration tribunals in 



all Cliambeis ot Commerce which settle all kinds of 
commercial disputes. Disputes in international ti.ule arc 
also decided by tribunals in the various tiades (cotton, 
wool, coffee, etc.) upon submission of foieign party to 
German arbitiation. 

Greece-Code of Civil Pioceduie sets basic inlet, 
goveimng aibitiation. Othei laws have been enacted 
cieatmg permanent aibitration institutions, such as the 
vanous chambeis of commeice. These laws specify itiles 
of procedure, the types of disputes which may be 
handled, method of appointing arbitiatois, etc. An 
arbitiation agreement is not valid unless aibiliatois have 
been appointed and aie named in the agieement. In 
arbitrations conducted by chambeis of commerce 01 
similai institutions, they appoint the aibitutois. An 
agreement lo reter a tutuie dispute to aibitiation is not 
binding. In disputes subject to commeicial law, the 
claimant may insist on aibitration. Howevet, in piaclice 
most commercial litigation takes place in couit and 
aibitiation, both voluntary and compulsory, is geneially 
avoided. 

Himgary-Although llungaiian law iccogni/es agiee- 
ments between state enteipnses and foieign companies 
01 persons which piovicle foi ad hoc aibitration, in 
piactice such pioceedings aie usually conducted undci 
the rules of the Aibitiation Com I of the Ilungauan 
Chamber of Commeice, Budapest The lules permit each 
paity to choose one aibitratoi (who may be a foreignei) 
and a thud arbitiatoi is selected Iiom a list of legal and 
economic expcils maintained by the Chamber Parties 
may have a icpiesentative at the heaimgs and he may be 
a foieignei. The award must be in wilting, no special 
form required. Losing paity pays the costs, based on 
amount in dispute. Decisions of the Aibitiation Comt 
enfoiceable by the Cential Distiict Com I. 

India -The Aibitiation Act (Law X of 1940) em- 
powers trade oigamzations to adopt aibitiation mles, set 
up tribunals, conduct pioceedings and make awaids It 
applies equally lo arbitral clauses and submissions of 
existing contioveisies. Agreements must be in writing. 
Although court action may be stayed where the pailies 
have agreed lo aibitiate, wide discretion is given to [he 
couits in this regaul. The court may appoint aibihatois 
where the paities have been unable or unwilling to do so. 
The award must be in writing. The aibitralois 01 any of 
the parties may apply to the competent couit for filing 
and confirmation of the awaid. The losing paity may 
apply to the court foi the setting aside ot annulment of 
the award. 

Several tiade organi/aUons throughout India pro- 
vide facilities foi iiibitiating commeicial disputes. Some 
of these organizations have concluded agieements with 
the American Aibitiation Association, e.g., the Federa- 
tion of Indian Chambers of Commeice and Industiy in 
India, the Madras Chamber of Commerce and the Bengal 
Chamber of Commerce, in Calcutta. 

Israel-Aibitration is governed by Aibitiation Ordi- 
nance which is patterned on English law. Agreement 
must be in writing. Both submissions of existing disputes 



18 



aii 



Hie 



l c."l;'U.ses in con ti acts aie binding. I'm ties aie 
stimulate lenns of their agieemenls, including 
iii of aibitiatois and llic arbitml body. 
(Vi rc:cii in same mannei as com I judgments ot 



) (" 
a I 



Civil 



lion 

Lo s 
ni c .]it 
Lo n 
Ai lii* 

rules 



' 

P 



Uc j LI 



aibitiation mainly govemed by 
Pioceduie Geneially any dispute 
may be submitted to aibitiation. 
<-)j-jil iigieements iceogimecl, no substantial 
Ijelwcen agieements covering existing dis- 
covenng fulute disputes. A valid 
the eftect of excluding eomt eonsideia- 
m.itters submitted to aibitialion. Paities aie iiee 
In Lf iorin-4 ol theii agieement, including appoint- 
*>(' arliit r it Lois, pioceduie and aibilral body. Right 
LI IK! piesentation ol case pieseived by law. 
IOKS iirt; iHiL bound by pioeedural or substantive 
>l law, but must obseive public policy. No 
ion l>iitwcen tie facto (amiables eomposileurs) or 
ai bit ra tots. 

j\ wnrtts must be m writing, be within the teims of 
the tii'l^ii ral i*n agreement and state the leasons under- 
lying 111*- 1 clcsoisioii. h'ailuie to observe these and other 
iotj 11 i rc: * nL * i 1 *-** tT ' ult Code aie gi omuls loi cancelling the 
awaJ ;"Ll. A <j*>py ul" the awn id niusl be seived on the 
pui 1 icis anil orii-iiKil deposited in court. Awaid has same 
ofL'eot UK j 11 il,fc*niuJU, No chaige for depositing award. 
IJnforcujriiuMi L ic i] Hires issuance by couit of execution 
juilf.m*- 1 ' n I- ISTunnul costs aie chaiged, Poieign awaids 
tsnt tsrtrocl Ity ouler of the couit m same mannei as 
tlo 11 ic'-sl i L-. 

M cisl inipoilunt aibitialion institutes aie: Japan 
C-t>n 1 1 iioi ciul j\t InLiution Association, Tokyo Chambei ol 
Con i in*. 1 1 t-t 1 an il Imlusliy Bldg. 13, 3-ehomc. Maiu- 
noLUjli i , C'hiy t>cla~kn, Tokyo; Nippon Shipping Hxehange, 
Osukii C \jlLcin AibUralion Boaid, Rubber Tiade Associa- 
Lio ti t T Jnpati. 

'I'lio ,T;ipan C'tiinmeicial Aibittation Association was 
f<M mot.1 in 1 *J50 under the auspices of the Japan 
C'lui in l>t* i" til" C^tnunieice and Industiy, a national fedeta- 
LKJII <> (' more I lian 400 local chambeis of tiade gioups. It 
lias n \vcikiti {.j; iigit'unient with the Ameiican Aibitralion 
Lion and wiLh aibitial institutions of many olhei 
I "liis Rules ol the Association piovide that 
rircs to bo appointed eithei from its panel 01 
I lie pur Lies. The Rules provide eithei foi an 
lieaiiiu', ill which pin tics may be tepiesented by 
_*!, o] Tt>i submission of written statements an'd 
evKl*ji not- \v it litiut healing. Awards are lendeied m 
writinjji \vitliin 3D days aftei the close of Hie heaiing 01 
sul>m i.sKJoii *>r wttLten pioofs. Fees aie based on the 
amount ol' tin- uhiim, on a sliding scale. When the 
amount IK ft I O,OOQ or less, the fee is lVi%foi each patty. 

o t JierUt ncls Aibitratitni is governed by the Code of 
> r<>ccclurt3 i practically any dispute which can be 
to court cJin be submitted to aibitiation. The 
may teUile lo an existing dispute 01 piovide 
411'Hitialioti of futuie disputes. Paities may fiecly 
is to procedure, applicable inles, aibitral body 
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conditions the couit, 01 the aibitial body, may appoint 
dibiti.itois. An aibitul agreement precludes access to the 
courts. If authorized, aibitratois decide atcoidmg to 
equity and lairness (ex aec|uo el bono), otheiwise must 
apply the law, Aibitialors must make an award in b 
months in writing and sl,He the icasonson which based 
The awaid must be hied within 8 days with the couit ol 
the distuct. Leave to entoice is almost always giantcd. 
Awaids ate not appealable unless the patties piovide 
therefoi in then agreement. 

Aibitiation is frequently icsoited to and many 
sectors of tiade have their own institutes of aibituition. 
In mtei national eontiaets aibitiation by the Inter- 
national Chamber ol C'ommeice is olten specified, The 
Netherlands Aibitiation Institute has a woikmg agree- 
ment with the Ameiican Aibitialion Association. 

Noiway- Aibitiation is governed by Civil Piocediue 
Act, Law No. 6 of 1915. The aibiliation agieement must 
be in wilting and may lelale to an existing dispute, 01 
provide foi Inline aibitiation Patties fieely stipulate 
teims of the agieement and choose aibitial body, rules 
of pioceduie, and appoint aibitratois. Usually each 
paity selects one aibiliatoi and they select a thud 
Undei ceitain condilions a couit 01 arbitial body may 
appoint aibitiatois. Pioceduie must obseive due process 
including heating and piesenlation of case. If aulhoiizcd 
in agieement aibitiatois decide accoidmg to e<iuity and 
faaness, otlieiwise must apply the law. The awaid must 
be in wilting and state reasons on which based unless 
putties waive this lequiretnent. A copy of the awaid is 
liled in com I Hnloicement (exequatoi) ol the awaid is 
by couit outer. Awaids aie no I appealable, llowevci, 
should grounds foi invalidity exist, leconise may be 
made to the coiuts to annul oi set aside the awaid. 

Comnieieial aibitiation cases aie heaul by several 
peimaiient aibiLialion Liibunals at Oslo, lieigeti, iiud 
Trondheim. Trade associations have special tiibunals Lo 
lesolve disputes involving then membeih. 

Philippines -Aibitialion is goveined by Republic 
Act No. 876 of 1953. Aibitialion agieenienls must be in 
willing and may telate to an existing dispute, 01 piovide 
loi arbitiation of Inline disputes. Com Is will oidei 
pailies to pioceed wilh aibitialion and will slay legal 
action until completion of the arbilialion proceedings. 
Paities aie free to choose the foi in of the agieement, 
arbilial body, mles of pioceduie, applicable law and the 
aibitiatois. The law gives aibitiatois powci to compel 
attendance as witnesses, and sets then fee at 50 pesos a 
day unless otlieiwise provided. The awaid must be in 
writing, served on pailies, and filed with com I foi 
confnmation. Appeal may be filed against the awaid, 
which may be vacated oi modified on ceitain gi omuls 
stated in the law. C'osls and fees paid by losing party. 
Aibiltalion cases aie decided by ad hoc Inbunals and 
chambeis of commeice, 

Poland- Ai bilialion is governed by the C'ode ot Civil 
Pioceduie (Official Ga/ette Polish People's Republic, 
1950, No. 43, item 394). Aibiltalion tides are manda- 
tory. Aibiliation agieements must be in wilting and nuiy 
iclate to a current dispute 01 piovide foi aibitration of 
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future disputes A court will not adjudicate issues 
submitted to arbitration it its jurisdiction is challenged 
before the hearing begins Arbitrator* fees may be fixed 
in the agreement. Awards must be in writing, state 
reasons for the decision, and delivered to the parties. An 
award is unenforceable without an enforcement order, 
which will be granted on request ol the successful party 
Awards are not appealable and become binding on 
issuance. However, parties may ask that an award be set 
aside because he had no opportunity to state Ins case, 
the award is "contrary to public policy or the principles 
of the People's State," or other grounds recognised by 
the Code. 

The two regular arbitration tribunals are the Court 
of Arbitration of the Polish Chamber of Foreign Trade 
in Warsaw and the Court of Arbitration of the Gydma 
Cotton Association. 

Romania-According to its rules, the Arbitration 
Commission of the Romanian People's Republic is 
competent to settle disputes whenever parlies have 
chosen it. The rules of the Commission require the 
arbitration agreement to be in writing; both current 
disputes or future disputes may be covered Courts 
normally will not adjudicate matters submitted to 
arbitration. Arbitrators are appointed by parties from 
the Arbitration Commission's roster; each party selects 
one, and these, or the Commission, selects the third. 

The procedures of the Chamber of Commerce 
provide for presentation of case and hearing. Awards 
must be in writing, stating reasons for decision. They are 
not published. According to the rules, awards of the 
Arbitration Commission are final and enforceable. A fee 
of 1% of the value of the claim is deposited with the 
Chamber of Commerce when the claim is presented and 
the arbitrators are remunerated by the Chamber out of 
these funds. The Romanian state enterprise for foreign 
trade normally stipulates in its contracts that "disputes 
shall be settled by arbitration of the chamber of 
commerce of the country against whom the claim lias 
been raised." 

Switzerland-Arbitration governed by the Laws of 
Procedure of the 25 Cantons. These statutes are favor- 
able to arbitration. In general the same legal principles 
govern submissions of existing disputes and arbitial 
clauses. Practically any dispute of a commercial nature 
can be brought to arbitration. A high degree of party 
autonomy is permitted and they may select the arbitra- 
tors, and designate applicable procedures. Howevei, 
parties must have an opportunity to be heaid, equal 
treatment must be afforded and due process observed. 
The award must be m writing and state reasons for the 
decision unless otherwise agreed by the parties The 
arbitrators must apply the rule of law unless authorized 
to decide in accordance with equity and justice. 

Some cantons require the award to be filed for 
enforcement with a court which then issues enforcement 
order. Whether an appeal may be filed against the award 
depends on canton law which vanes greatly in this 
respect. However, annulment is possible under certain 
conditions. There is no Swiss national arbitration institu- 



tion, but many trade associations and local chambers of 
commerce have permanent arbitration tribunals. 

Syria -With few exceptions arbitration may be 
agieed to foi settlement of any kind of dispute. 
Arbitrators are appointed by agieement, if the parties 
cannot agiee the aibitiatois aie court appointed. Awaids 
may be appealed except foi junsdictional reasons. 
Enforcement of awards is by means of court judgment. 

Thailand-Arbitration 111 general is governed by the 
Code of Civil Procedure. Commercial arbitiation is 
regulated by the Commeicial Arbitration Rules of July 
1, 1968 issued by the Thai Commeicial Aibitration 
Committee. The Rules were formulated by repiesenta- 
tives of various chambeis of commerce in Bangkok, the 
Department of Foreign Trade of the Ministry of Eco- 
nomic Affairs, and the Boaid of Export Promotion. 

These chambers and agencies of Government ap- 
point the 15 members of the Committee, whose chaii- 
man is the President of the Board of Tiade. Aibilralion 
agieements must be in writing, and can apply only to an 
existing dispute. Parties submit then- petition foi arbitra- 
tion to the Registiar of the Office of the Arbitration 
Tribunal. The Registrar maintains a panel from which 
the parties may choose arbitrators. When the patties 
have submitted their dispute to arbitration couit action 
is precluded. The award must be in writing and notified 
to the parties. No need to register for enforcement, 
Costs are payable as oidered by the Arbitration Tiibu- 
nal. Awards issued by the Tribunal aie final and 
unappealable. 

USSR-Foreign Tiade Arbitiation is governed by 
Decree of the Central Executive Committee and the 
Council of People's Commissars of USSR of June 17, 
1932 (Collection of Laws 1932, No. 48), dealing an 
Arbitral Tribunal operating undei the Foieign Trade 
Arbitration Commission, a non-State public body at the 
USSR Chamber of Commerce, Any dispute arising fiom 
a foreign tiade contract may be submitted to the 
Foreign Trade Arbitration Commission 

The arbitiation agreement must be in writing and 
relate to an already existing dispute (submission). 
Certain minimal formalities aie required concerning 
notarization of signatures, identification of parties, 
issues and claim. The courts will not adjudicate issues 
submitted to arbitration. Each party may appoint an 
arbitrator, or agree on appointing one from the Com- 
mission's roster. Parties may leave the appointment of 
arbitrators to discretion of the President of the Com- 
mission. The arbitration tiibunal is not bound by formal 
rules of procedure, but must, nevertheless, observe due 
process including summoning parties, presentation of 
case, and healing. The arbitrators decide on the basis of 
the agreement, considering applicable law and custom. 
The award must be m writing, stating reasons foi the 
decision. All papers filed with People's District Court. 
Copies are supplied to patties. Enforcement issued by 
Court on petition. Awaids issued by the Foreign Trade 
Arbitration Commission are final and unappealable. 
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ANNEX A 
TITLE 9 U.S. CODE 

ARBITRATION 

CHAPTER 1 
GENERAL PROVISIONS 

Section 1. "Maritime transactions" 

and "commerce" defined; 
exceptions to operation of title 

"Maiitime transactions", as heiein defined, means 
chaiter parties, hills of lading ot water earners, agree- 
ments icUiling to whaiiage, supplies hunished vessels 01 
icpairs to vessels, collisions, 01 any othei matteis in 
foieign comineice which, if the subject of contioversy, 
would be ejnbiaced wilhin admiralty jurisdiction, "com- 
meice", as heiein defined, means comineice among the 
seveial Stales or with ioreign nations, or in any Territory 
of the United States or in the District of Columbia, 01 
between any such Teuitoiy and anothei, or between any 
such Teinloiy and any State 01 foieign nation, 01 
between the District of Columbia and any State 01 
Teuilory or foteign nation, bill nothing herein con- 
tained shall apply to contracts of employment ot 
seamen, nulioad employees, or any other class of 
workeis engaged in foieign 01 inteislate comnierce. 



Section 2, Validity, irrevocability, 

and enforcement of agreements 

to arbitrate 

A wutten piovision in any naaiilune liansaction 01 a 
contract evidencing a tiiinsaclion involving commerce to 
settle by arhitiation a contioversy thereafter amingout 
of such contract or transaction, or the lefusal to perform 
the whole 01 any part thereof, 01 1111 agieement in 
wilting to submit to arbitialion an existing conhoveisy 
arising out of such a contract, liansaelion, or lefusal, 
shall he valid, hrevoeable, and enforceable, save upon 
such grounds as exist at law or in equity foi the 
revocation of any contract. 



Section 3. Stay of proceedings 

where issue therein referable to 
arbitration 

If any suit 01 proceeding be brought in any of the 
coiuLs of the United States upon any issue referable to 
aibituition under an agreement in wilting foi such 
arbitration, the court in which such suit is pending,, upon 
being satisfied that the issue involved in such suit 01 
proceeding is icfeiable to arbitration undei such an 
agreement, shall on application of one of the parties stay 
the tiial of the action until such arbitration has been had 
in accoiduuce with the leims of the agreement, pro- 
viding the applicant for the stay is not in default in 
proceeding with such arbitration. 



Section 4. Failure to arbitrate 

under agreement; petition to 

United States court having 

jurisdiction for order to compel 

arbitration; notice and service 

thereof; hearing and determination 

A paity aggiieved by the alleged failure, neglect, 01 
lefnsal of another to aihitrate under a written agreement 
for iiibitration may petition any United Slates district 
court which, save for such agreement, would have 
jurisdiction undei Title 28, in a civil action or in 
admiralty ot the subject matter of a suit aiismg out of 
the conliovt'rsy between the parties, for an order 
dneeling that such arbitration proceed in the manner 
provided for in such agreement. Five Jays' notice in 
writing of such application shall he serveJ upon the 
paity (ii default. Service thereof shall be made in the 
mannei piovuled by the Federal Rules of Civil Pro- 
cedure. The coiut shall hear the parties, and upon being 
satisfied that Ihe making of tlie agreement for arbitra- 
tion or the failure to comply therewith is not in issue, 
the court shall make an order directing the parties to 
proceed to arbitration in accordance with the terms of 
the agreement. The hearing and proceedings, under such 
agreement, shall be within the district m which the 
petition for an order directing such arbitration is filed. If 
the making of the arbitiation agreement or the failure, 
neglect, 01 refusal to perform the same be in issue, the 
couit shall proceed snmmaiily to the trial thereof. If no 
juiy Irial be demanded by the party alleged lo be in 
default, 01 if the matter in dispute is within admiralty 
juiistliclion, Ihe com I shall hear and deteimine such 
issue. Where such an issue is raised, the party alleged to 
be in default, may, except in cases of admiralty, on or 
before the icturn day of the notice of application, 
demand a jury tiial of such issue, and upon such demand 
the court shall make an order re fen ing the issue or issues 
to a jury in the manner piovided by the Federal Rules of 
Civil Proceduie, 01 may specially call a jury for that 
puipose. If the jury find thai no agreeanent in writing for 
arbitration was made or that there is no default in 
proceeding theieunder, the proceeding shall be dis- 
missed. If the juiy find that an agieement for arbitration 
was made in wiitmg and that there is a default in 
proceeding theieundei, the court shall make an order 
summarily directing the parties to proceeJ with the 
arbiliation in accordance with the terms thereof. 



Section 5. Appointment of 
arbitrators or umpire 

If in the agreement provision be made for a method 
of naming o: appointing an arbitrator 01 arbitrators or 
an umpire, such method shall be followed; but if no 
method be provided therein, or if a method be provided 
and any paity thereto shall fail to avail himself of such 
method or if for any othei reason there shall be a lapse 
in the naming of an arbitrator or aibitralors or umpire, 
or in filling a vacancy, then upon the application of 
either party to Ihe contioversy the court shall designate 



21 



and appoint an arbitrator or arbitrators or umpire, as the 
case may require, who shall act under the said agreement 
with the same force and effect as if he or they had been 
specifically named therein, and unless otherwise pro- 
vided in the agreement the arbitration shall be by a 
single arbitrator. 

Section 6, Application heard as 
motion 

Any application to the court hereundei shall be 
maJe and heard in the manner provided by law for the 
making and hearing of motions, except as otherwise 
herein expressly provided. 

Section 7. Witnesses before 

arbitrators; fees; compelling 

attendance 

The arbitrators selected either as prescribed in this 
title or otherwise, or a majority of them, may summon 
in writing any person to attend before them or any of 
them as a witness and in a proper case to bring with him 
or them any book, record, document, or paper which 
may be deemed material as evidence in the case. The fees 
for such attendance shall be the same as the fees of 
witnesses before masters of the United States courts. 
Said summons shall issue in the name ot the arbitratoi or 
arbitrators, or a majority of them, and shall be signed by 
the arbitrators, or a majonly of them, and shall be 
directed to the said person and shall be served in the 
same manner as subpoenas to appear and testify before 
the court; if any person or persons so summoned to 
testify shall refuse or neglect to obey said summons, 
upon petition the United States district coiut for the 
district in which such arbitrators, or a majority of them, 
are sitting may compel the attendance of such person 01 
persons before said arbitrator or arbitrators, or punish 
said person or persons for contempt in the same manner 
piovicled by law for securing the attendance of witnesses 
or their punishment for neglect or refusal to attend m 
the courts of the United States. 

Section 8. Proceedings begun by 

libel in admiralty and seizure of 

vessel or property 

If the basis of juiisdiction be a cause of action 
otherwise justiciable in admnalty, then, notwithstanding 
anything herein to the contrary, the paity claiming to be 
aggrieved may begin his proceeding hereunder by libel 
and seizure of the vessel or other property of the other 
party according to the usual course of admhaHy 
proceedings, and the court shall then havejunsdiction to 
direct the parties to proceed with the arbitration and 
shall retain jurisdiction to enter its decree upon the 
award. 

Section 9. Award of arbitrators; 

confirmation; jurisdiction; 

procedure 

If; the parties in their agreement have agreed that a 
idgment of the court shall be entered upon the award 



made puisuant to the aibitration, and shall specily the 
court, then at any time vvitlim one yeaj aflei the award 
is made any party to the arbitiation may apply to the 
court so specified for an ordei con fuming the nwaid, 
and thereupon the court must giant such an oidei unless 
the awaid is vacated, modified, 01 collected as pie- 
sciibed in sections 10 and 1 1 of this title. If no couit is 
specified in the agreement of the parties, then such 
application may be made to the United States coiut in 
and for the distnct within which such awaid was made. 
Notice of the application shall be seived upon the 
adverse patty, and theieupon the couit shall have 
jurisdiction of such paity as though he h.id appealed 
geneially in the pioceeclmg. If the adveise paity is a 
resident of the distnel within which the award was 
made, such service shall be made upon the adverse party 
01 his attoiney as prescnbed by law foi seivice of notice 
of motion in an action in the same court. If the adveise 
party shall be a nonresident, then the notice of the 
application shall be seived by the maishal of any distnct 
within which the adveise paity may be found in like 
manner as other piocess of the couit. 

Section 10. Same; vacation; 
grounds; rehearing 

In either of the following cases the United States 
court in and for the district wheiein the awaid was made 
may make an order vacating the award upon the 
application of any paity to the aibilialion- 

(a) Where the award was piocuied by conuptioii, 
fiaud, or undue means. 

(b) Where there was evident partiality 01 conup- 
tion in the arbitrators, 01 eithei ol them. 

(c) Where the aibitrators were guilty of misconduct 
in refusing to postpone the healing, upon 
sufficient cause shown, or in icfusmg to licai 
evidence peitment and mateiial to the contto- 
versy; 01 of any othei misbehavior by winch the 
rights of any party have been piejudiced. 

(d) Where the aibitiatois exceeded Uiei] poweis, or 
so impel fectly executed them that a mutual, 
final, and definite awaid upon the subject 
matter submitted was not made. 

(e) Where an awaid is vacated and the time within 
which the agieenicnt lequhcd the awaid to be 
made has not expiied the couit may, in its 
discretion, diiect a rehcaiing by the aibilinlors. 

Section 11. Same; modification or 
correction; grounds; order 

In either of the following cases the United States 
court in and foi the distnel wheiein the awaid was made 
may make an order modifying or collecting the awaid 
upon the application of any party to the arbitiation- 

(a) Wheie there was an evident mateiial miscalcula- 
tion of figures 01 an evident mateiial mistake in 
the description of any peison, thing, or piop- 
erty referred to in the awaid. 

(b) Where the arbitiatois have awarded upon a 
matter not submitted to them, unless it is a 
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nuttei not affecting ihe ments ot the decision 
upon the nuitlei submitted. 

(c) Wheie the awaid isimpeifect in mattei of foim 
not effecting the meiits of the eontioveisy 

The otdei may modify and conect the awaid, so as 
to effect the intent theieof and piomote justice between 
the paiUes. 

Section 12. Notice of motions to 

vacate or modify; service; stay 

of proceedings 

Notice of a motion to vacate, modify, or conect an 
awaid must be served upon the advei.se pinly or Ins 
iiUoiney within thice months aftei the awaid is filed 01 
delweied, If the adveise paity is a lesident of the distnct 
within winch the awaid was made, such seivice shall be 
made upon the adveise paity or lus attorney as 
pieseiibed by law foi seivice of notice of motion in an 
action in the same couil. If the adveise paity shall be a 
nonicsident then the notice of the application shall be 
seived by the marshal of any district within which the 
adverse paily may be found in like mannei as othei 
piocess of the court, Foi the pmposes of the motion any 
judge who might make an oidei to stay the pioceedings 
in an action bi ought in the same com I may make an 
ordei, to be served with the notice of motion, staying 
the pioceedings of the adveise paity to enfoice the 
awaid, 

Section 13. Papers filed with order 

on motions; judgment; docketing; 

force and effect; enforcement 

The party moving loi an oidei confirming, modi- 
fying, 01 collecting an award shall, at the time such 
oidei is filed with the cleik for the entiy of judgment 
theieon, also file the following papeis with the clerk; 

(a) The agreement, the selection 01 appointment, if 
any, of an additional aibitiatoi or umpiic; and 
each wiitten extension of the time, if any, 
within which to make the awaid. 

(b) The awaid. 

(c) Each notice, affidavit, 01 othei papei used upon 
an application to confirm, modify, 01 coned 
the awaid, and a copy of each oidei of the 
eouit upon such an application. 

The judgment shall be docketed as if it was rendeied 
in an action. 

Tlie judgment so entered shall have the same force 
and effect, in all lespecls, as, and be subject to all the 
piovisions of law relating to, a judgment in an action; 
and it may be enforced as if it had been icndeied in an 
action in the court in which it is entered. 

Section 14. Contracts not affected 

This title shall not apply to eontiacls made piioi to 
Januaiy 1, 1926. 



Chapter 1: 

hnacted into positive law by Act July 30, 1947, c. 
392, s 1, 61 Stat. 669, as amended Sept. 3, 1954, c. 
1263, s 19,68 Stat 1233 



Chapter 2 

CONVENTION ON THE 

RECOGNITION AND 

ENFORCEMENT OF 

FOREIGN ARBITRAL 

AWARDS 

Section 201. Enforcement of 
Convention 

The Convention on the Recognition and Rnfoi ce- 
ment of Foieign Aibitial Awards of June 10, 1958, shall 
be enfoiced in United States coiuls in accordance with 
this chaplei. 

Section 202. Agreement or award 
falling under the Convention 

An aibiliation agieemeiit 01 arbitral awaid ansing 
out of a legal relationship, whether conliactual 01 not, 
which is eonsideied as commercial, including a trans- 
action, conhacl, or agicemenl descnbed in section 2 of 
this title, falls undei the Convention An agieement 01 
awaid arising out ot such a iclationslup which is entirely 
between citizens of the United States shall be deemed 
not to lall under the Convention unless that relationship 
involves pioperty located abroad, envisages performance 
01 enfoicement abroad, or has some other reasonable 
lelation with one 01 moie foreign states. Foi the purpose 
of this section a corpoiation is a citizen of the United 
States if it is incoiporated or lias its principal place of 
business in the United States. 

Section 203. Jurisdiction; amount 
in controversy 

An action 01 pioceeding falling undei the Conven- 
tion shall be deemed to arise under the laws and treaties 
ol the United States. The distiict courts ot the United 
States (including the couils enumerated in section 460 
of title 28) shall have original juiisdiction over such an 
action 01 pioceeding, regardless of the amount in 
controveisy. 

Section 204. Venue 

An action or pioceeding ovei which the district 
com Is have jurisdiction pursuant to section 203 of this 
title may be bi ought in any sucli comt in which save foi 
the aibitralion agieement an action or pioceeding with 
icspect to the controversy between the paities could be 
brought, 01 in such court for the district and division 
which embiaces the place designated in the agreement as 
the place of arbitration if such place is within the United 
States. 
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Section 205. Removal of cases 
from State courts 

Where the subject matter of an action or proceeding 
pending jn a State court relates to an arbitration 
agreement or award tailing under the Convention, the 
defendant or the defendants may, at any time before the 
trial thereof, remove such action or proceeding to the 
district court of the United States for the district and 
division embracing the place where the action or 
proceeding is pending. The procedure for removal of 
causes otherwise provided by law shall apply, except 
that the ground for removal provided in this section 
need not appear on the face of the complaint but may 
be shown in the petition for removal. For the purposes 
of Chapter 1 of this title any action or proceeding 
removed under this section shall be deemed to have been 
brought m the district court to which it is removed. 

Section 206. Order to compel 

arbitration; appointment of 

arbitrators 

A court having jurisdiction under this chapter may 
direct that arbitration be held in accordance with the 
agreement at any place therein provided for, whether 
that place is within or without the United States Such 



court may also appoint aibitratois in accoidance with 
the provisions of the agi cement. 

Section 207. Award of arbitrators; 

confirmation; jurisdiction; 

proceeding 

Within three yeais after an arbitial award falling 
under the Convention is made, any piiHy to the 
arbitration may apply to any court having lunsdiction 
under this chapter for an older confirming the award as 
against any other party to the aibitration. The com I 
shall confirm the award unless it finds one of the 
grounds for refusal 01 deferral of lecogmlion or enforce- 
ment of the awaid specified in the said Convention. 

Section 208. Chapter 1; 
residual application 

Chapter 1 applies to actions and proceedings 
brought under this chapter to the extent that chapter is 
not in conflict with this chaptei or the Convention as 
ratified by the United States. 

Chapter 2: 

Public Law 91-368, 91st Congress, July 31, 1970. 
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By VINCENT TRA VAC UNI, Director 
Office of International finance and Investment 



Hxporteis, investors, licensors antl otheis doing 
business abroad have a vital stake in protecting then 
industrial propeity rights. In most countiies these rights 
can be protected, but it is still necessaiy to acqunc 
protection foi each country inclivuluiilly thioughout 
most of the world. 

There is as yet no overall international patent and 
trademaik "system." With relatively unJmpoiUinl excep- 
tions, no country recognizes internally the patents 01 
trademarks issued by otheis, Theie is, however, general 
agreement among nations on basic rights of patent and 
liademark owners. These rights aie embodied in the 
Intel national Convention tor the Piotection of Industrial 
Property. The Convention applies to industrial property 
in its widest sense and coveis patents foi inventions, 
utility models, industiial designs, trademaiks, tiade 
names, indications of ongin and the prevention of unfair 
competition. 

Member countries total 80 

The International Convention was signed in 1883 
and the United States became a membei in 1887. Eighty 
countt ies now aie members of the Convention as last 
levised at Stockholm in 1967. 

The Convention has demonstiated remaikable dura- 
bility as evidenced both by its suivival power and Us 
attraction lor the newer countiics which have been 
coming into existence in I he last 15 yeais, No fewei than 
20 of these countries have joined since 1957. Piescnt 
membership is divided about equally between developed 
and less-developed counliies and includes five Soviet 
satellites, as well as the USSR. 

Basic piovisions of the International Convention aie 
of two kinds- the nile of national treatment, and the 
establishment of certain principles and rights. 

National treatment means that all the member 
countries have agreed to giant the same patent and 
trademark treatment to nationals of olhci member 
countues as they grant to then own nationals. Tins 
eliminates disciiminalion against foreigners. Since each 
countiy is fiee to determine the scope of its own 
industiial piopeity laws, however, the degree of pi elec- 
tion varies from country to country. 

The national treatment principle does not call for 
leciprocal treatment. This may result in a situation in 
which nationals of a given country receive less favorable 



treatment in other countries than is afforded foreign 
nationals in their own country, or vice versa. 

Priority Right 

The Convention's most important piovision is that 
granting a "light of pnority" to foreigners. This means 
that a U.S. patent owner who files an application in 
another member countiy has a 12-month priority over 
any other applicant filing for the same invention in any 
other country belonging to the Inteinational Conven- 
tion, The priority foi tiadeimuks is 6 months. The 6- or 
12-month pnouty period runs from the date of filing in 
the country of origin and not from the date the patent 
or tiademark was granted. 

The priority right is impoitant and valuable, espe- 
cially foi patents. If the right did not exist, a U.S. 
applicant would have difficulty legistermg his patent in 
many countues of the world, since most countiies 1 
patent laws have novelty requirements which provide 
that earlier publication of the invention anywhere in the 
world is a bar to patentability. 

The piionty right also provides a means of over- 
coming the tenitoiial limitations of the national patent 
system. In effect it makes it possible foi a patentee to 
acquire exclusive tights in his invention not only in his 
own country but also in any Convention country. 

Independence uf Patents 

Umlei the Convention, patents and trademarks duly 
legislered in a member country aie considered as 
independent of patents on the same invention, or 
trademarks, registered in other countries. This means that 
once a patent 01 trademaik has been gianted on the basis 
of the priority right, its subsequent revocation or 
expnalion in the countiy of original filing docs not 
affect its validity in other countiies. This principle of 
independence enables an owner to lequest registrations 
in every membei country and each patent or trademark 
will be govei ned by the laws of the country issuing it. 

Another feature of the International Convention is 
the safeguaid it piovides against invalidation of a patent 
meiely because the patented product was imported into 
the country of registration. Some countries had patent 
laws which penalized impoitation of patented objects by 
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forfeiting the patent Countries may still, ot course, 
hinder imports through tanft, quota, exchange, and 
other controls, consistent with their othei international 
commitments, but the controls may not be aimed 
particularly at patented products 



Compulsory Working Provisions 

Most foreign countries have compulsory working 
and compulsory licensing provisions in their patent laws. 
The International Convention recognizes the right of 
countries to take such measures but imposes limitations 
on their taking 

Compulsory working of patents reiers to the ie- 
quirement that a patent not commercially woiked 
within the country that granted it shall be invalidated. 
The International Convention prevents membei coun- 
tries from canceling a patent for 4 years from the date of 
i-iling of the patent application or 3 years from the date 
of grant. Thereafter member countries are required to 
resort initially to compulsory licensing. No action for 
cancellation of a patent can be introduced before the 
expiration of 2 years from issuance of the first compul- 
sory license and the granting of compulsory licenses has 
proven insufficient to prevent abuses 

There has been a gradual shift away from laws 
providing for revocation of patents. A corresponding 
trend may be noted toward compulsory licensing. 
Although provisions vary considerably, the compulsory 
licensing type of law is most highly developed in the 
United Kingdom and Canada. Similar legislation exists in 
India, Pakistan and other British Commonwealth coun- 
tries. Also many countries, such as Japan, the Nether- 
lands, Norway and Sweden, make provision for non- 
working but do not provide for revocation. In practice, 
the statues seem to be rarely enforced, 

There are also several Inter-Amencan industrial 
property treaties to winch the United States belongs. A 
Convention on Inventions, Patents, Designs and Indus- 
trial Models, and one on Trademarks, were signed at 
Buenos Aires in 1910. The patent convention adopts the 
principles of national treatment, right of priority, and 
independence of patents along the lines of the Inter- 
national Convention just discussed, 

The Trademark Convention attempted to provide 
for automatic registration so that a trademark owner 
registering Ins mark m one country would secuie 
simultaneous protection in other member countries. The 
plan, however, was defective foi various reasons and 
never went into operation. The 1910 Trademark Con- 
vention was superseded by the Inter-Amencan Conven- 
tion of 1923 which abandoned automatic registration in 
favor of registration through two Inter-American Bu- 
reaus, one in Havana and one m Rio de Janeiro. The 
Havana Bureau functioned only briefly and is now 
defunct. However, both of these Conventions are now 
superseded by the 1929 General Inter-Amencan Conven- 
tion for Trademarks and Commercial Names, adhered to 
by the United States and nine other countries. 



Bilateral Treaties 

Two kinds of U S. bilateral tieaties iiie ot inteiesl to 
owners of foreign patent and tiademaik lights the 
Treaties of Friendship, Commeice and Navigation, and 
Income Tax Tieaties. The FCN treaties geneially include 
a national treatment provision with respect to obtaining 
and protecting patents, tiademaiks, tiade names, and 
other industrial property. Some of the tieaties stipulate 
that infringements will be piohibited by law and that 
icmedies by civil action will be provided. FCN tiealies 
also contain useful guaranties against unieasonable 01 
discriminatory treatment in business establishment and 
trade matters generally. 

Income tax treaties are in effect with ovei 20 
countries. All of these treaties contain an exemption 
fiom taxation toi industrial and commercial piofits if 
the U.S. enteipuse has no peimanent establishment in 
the other country. This basic exemption includes royal- 
ties from patents, tiademaiks, and copyrights. In addi- 
tion the exemption may be extended to include tin- 
patented know-how, as in the case of the tiealy with 
Germany, 

There are still other treaty auangements in the 
industrial piopeity field of interest to U.S patent and 
trademaik owners, even though the United States is not 
a party to them. 

Madrid Anaiigement 

Unlike the present situation in the patent field it is 
possible to centialize protection of tiademaiks m an 
"international registiation" obtainable under a tieaty 
known as the Madud Anangement. About 23 countries 
now belong, although the United States is not included. 
Undei this arrangement, the tiademaik owner must 
register this mark in the member country in which he is 
domiciled. On the basis of his registration, the Inter- 
national Bureau of the World Intellectual Piopeily 
Organization (WIPO) in Geneva, Swit/eiland, issues a 
so-called international registiation. This is deposited by 
the Bureau with the tnulemaik offices in the membei 
countries, which examine the local deposit in accoi dance 
with then own laws. 

A U.S. trademaik owner can take advantage of this 
if he has a bona fide industrial 01 commeicial establish- 
ment in a member country Theiefoie, a biancli of a 
U S. company established in a membei country is 
sufficient, and a registration in that country in the name 
of the American company specifying that it has a bianch 
in that country will suffice as the basis for international 
registiation. 

An Amencan-owned subsidiary domiciled in a Ma- 
drid Arrangement country may also seek an Intel- 
national Registration. This is one benefit ol placing 
trademaiks in the name of a foieign subsidiary, although 
it is well to remembei that there aie other sound reasons 
foi not doing so, including the loss of control which this 
entails. 

The basic advantage of international registiation is 
that it saves money. The single fee for an international 
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legislation is 400 Swiss fumes- about $130-con- 
sideiably less than the total of the Ices due in each 
counliy [01 sepaiale legistiation. The peiiod of piolee- 
tion t'oi au intei nationally legisteied Liademaik is the 
same loi all eondading countnes--20 yeais, lenewable 
loi fin I hot periods of 20 yeais each. An applicant can 
pay a teduced tec (240 Swiss Piancs) for an initial 
regi.stiation ol 10 yeais. If he decides to continue the 
niaik lot the fuithei 10-yeai penod, an additional fee of 
330 Swiss [Manes is lequncd. The protection icsulting 
dom international legistiation cannot be claimed foi a 
Lnulemaik which no longei enjoys piotection in its 
counliy of oiigin. 

Companies may h.ive a scaicli made at the Intei- 
national Bureau at Geneva to see it then paiticular 
niaiks have been I he subject ot international tegistiation. 
The Bmeau maintains excellent seaich facilities with the 
most painstaking facilihes foi identifying maiks by all 
the conventional means, not excluding such lactois as 
coloi, sound, and aiiangement ol consonants and 
vowels. On (he other hand, a .seaich by the Buieau is no 
substitute loi individual counliy scinches, since all 
ttademarks tlo not leceivc mteinational registiation. 

In June W73, the U.S. paiticipated in a negotiating 
conf'eience which adopted a new Tiademaik Registra- 
tion Tieaty (TRT). The TRT is designed to make it 
simpler and less expensive to obtain tiademaik piotec- 
tion in foreign maikels. The TRT piovides that foi a 
single fee a tiademaik application can be filed with the 
World Intellectual Propeity Oigani/.ation in Geneva. 
However, unlike filings unitei the Madrid Agieemenl, the 
applicant will not need a prior home legistration. The 
filing of a TRT application will have the effect of a filing 
in each countiy designated theieon by the applicant. 
The maik, aftei filing, will then be published and 
circulated by WH'O to membei countiies wheieupon 
each country designated by the applicant has 15 months 
within which to refuse legistiation undei ils national 
law. If no fimely lelusat is indicated by a designated 
membei countiy, the maik is deemed icgislercd Lheie. 
No membei countiy will be able to lefuse a maik on 
giounds of non-use; noi cancel it on such giounds foi at 
least 3 yeais aftei its legistiation. The TRT will come 
into effect when five countries' have latified it. 



Oilier Treaty Arrangements 

Olhei treaty aiiangcmenls foi icgistialion ol 
patents and trademarks also aie coming into existence 
gi ad n ally, 

A Patent Coopeialion Treaty (PCT), adopted in 
June 1970, by the United States and most othei 
developed countiies, would simplify mteinational filing 
proceduies by allowing a patent applicant to file one 
application at a ccntial souice Such a filing would have 
the effect ol a filing in eveiy membei country wheie he 
desires piotection. The Treaty also calls foi centrah/ed 
patent seaich and examination procedures and allows a 
patent applicant 20 months, instead of the moie typical 
12-nioiUh pciiod, in which to complete his application 
documents. The PCT will enter into force when ratified 



by eight countiies, foui of which must have majoi 
patent activity. Ilowevei, the United Stales cannot 
deposit its instrument of ratification until implementing 
legislation is enacted. 

In Westein Europe, a pioposed "European Patent 
Convention" was adapted in 1973. It would establish a 
regional patent system. However, undei the Conven- 
tion's piocedures, anyone, niespeclive of nationality, 
will be able to file a single international application at 
the Emopean Patent Office foi a so-called "European 
Patent." The application must designate those European 
countiies in which the Euiopean Patent is sought. Upon 
completion of the application's examination, the Euio- 
pean Palent will be granted, and exisl, in effect, as a 
national patent in the designated eonntiies. Intel national 
applications filed under the Treaty may be subject to 
proceedings befoie the European Patent Office which 
will also be icsponsible foi an international search and 
the piehmmaiy examination. The Tieaty is not yet in 
effect. 

The Euiopean Common Maiket countiies aie also 
due to negotiate a corollary European Convention to 
eventually replace national patent laws and create a 
unified patent law for the EEC membeis. Under its 
provisions an EEC Patent will be issued to apply in every 
membei conntiy. 

Expeits of the Common Market countiies have also 
diafted an EEC Tradematk Convention, Certain ques- 
tions of principle have not yet been decided, including 
whether U.S films will be eligible for full, 01 at least 
paitial, participation in the Common Maiket patent and 
trademaik system. 

The Benelux countiies have already adopted a 
Tiademaik Convention with a unified trademark law lor 
Belgium, the Nelheilands, and Luxembomg. It creates 
one law for all tluee countries, under which a Benelux 
tiademaik is issued. National tiademaik laws are sup- 
planted. 

Also in Euiope, a umfoitn patent system foi the 
Scandinavian countiies is in the making. Noiway, Swe- 
den, Denmaik and Finland have established identical 
laws. Eventually the system will piovide that a patent 
issued in any of the font counliies will be valid in the 
othei s. 

In Afuca an accord tor creation of an Afncan and 
Malagasy Industnal Pioperty Office was signed in Sep- 
tember 1962 by 12 membei States of the Afucan and 
Malagasy Union. The accoid establishes a common 
system foi the obtaining and maintenance of patent and 
trademark lights with a single deposit and centralized 
administration, Applicants domiciled outside member 
States make theii deposits directly with the Industrial 
Property Office. Any deposit so made has the effect of a 
national deposit in each member State, Operations of 
the Office officially stalled Januaiy 1, 1964. 

Within the British Commonwealth, bilateral ariange- 
ments are in foice between certain countries-Austiaha, 
Canada, Ceylon, India, Pakistan, New Zealand, and the 
United Kingdom. A tirsl application for patent in these 
countries generates a 12-month pnoiity term in the 
otheis. This can be advantageous in securing registrations 
in India and Pakistan, which are not membeis of the 
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International Convention. Certain British Colonies and 
former colonies also give elfect to patents or trademarks 
registered in the United Kingdom 

Generic Trademark Problems 

Obtaining registered protection abroad for your 
company's industrial property rights is, of course, a 
matter for private legal counsel The job of policing 
these rights is likewise up to you and your legal adviser. 
However, there are Government services and statutory 
helps to assist you. 

More than a hundred independent jurisdictions are 
registering trademarks abroad. It would be surprising if 
among the trademarks which foreigners seek to register 
there were not some that have a generic or descriptive 
status m the United States, Probably every trademark 
office in the world has been asked to register "wash- 
and-wear," or one of its foreign variants, such as "lava y 
listo" in tile Spanish-speaking countries. Most such 
applications are routinely denied by the local au- 
thorities. But experience has shown that some will be 
accepted, unless someone intervenes to prevent registra- 
tion 

Basically, our interest is to avoid a situation where 
an individual or firm acquires exclusive rights to such 
terms, without appropriate disclaimers If this happens, 
it becomes impossible to use common product names in 
foreign advertising, goods may be refused entry into the 
country, and one trading in such goods risks being sued 
for trademark infringement 

When we learn of a foreign generic word application 
we prepare instructions concerning it to the U S 
Embassy m the country of application. The Embassy is 
given full details. Name of applicant, number of applica- 
tion, class or classes in which registration is sought, filing 
date and type of goods, The Embassy in effect is asked 
to take what steps it can to have the application denied. 
As much information as possible should be presented to 
illustrate the generic nature of the term involved, and to 
point up the detrimental eflect which its registration as a 
trademark would have on trade between the United 
States and the foreign country. 

These Embassy approaches do not replace the 
entering of formal oppositions to objectionable registra- 
tions. In some countries the authorities will deny the 
application as a result of the Embassy's approach in 
others, they liave made it clear that a private formal 
opposition, in accordance with the local trademark law, 
must be filed before a denial can be considered Where 
this task can be assumed by private attorneys and trade 
groups, we welcome their assumption of the responsi- 
bility. F 

Foreign Infringement Problems 

Protecting industrial property rights abroad is 
basically the responsibility of each company This 
includes the prosecution of infringement actions. How- 
ever, the Commerce Department, m cooperation with 
our Commercial Officers abroad, does undertake to 



investigate and repoit on unautliou/ed use ot U.S. 
trademarks and copying of designs. 

The typical situation is one in whn.li a U.S. 
manufacturer finds that a product of foicign manu- 
facture which imitates his own lias appealed in the 
United States or some third counliy and is being 
maiketed in competition with him. The complainant 
believes the foreign product, rnaik, label, packaging, 01 
advertising to be a copy of his own and theicfoic to 
infringe on his rights. 

To assist in these instances it KS necessary that as: 
complete information as possible be fmnished about the 
circumstances. If available, a sample of the foreign item 
and the U.S. pioduct should be supplied, both in their 
original packages. Photugiaphs may be .suitable. A copy 
of the American firm's U.S patent 01 tiademaik and 
foreign registration, if any, should also be furnished. If 
the U.S. patent 01 trademaik has been litigated and 
upheld, a copy of the sustaining judgment offers 
valuable support The name and addiess of the foieign 
producer is helpful. 

Complaints icgisleied by U.S. firms over the past 
few years have involved many types of products origi- 
nating in many different count lies. In gencial, the 
articles involved are, understandably, likely to be of a 
nature winch lend themselves to quick, easy ;md 
inexpensive copying. Trademark problems aie usually 
traceable to failure to make timely application to 
register, and to loss of lights lesulting from unfair 
practices 

From time to time complaints are icceived thai 
merchandise and packaging of foieign origin which beai 
a U.S. trademark or imitate American pioducts 01 
packages are being shipped to third counlnes, thus 
competing unfauly with U.S. expoits to that thud 
country. Whether any substantial help can be piovidcd 
in these circumstances depends on the legal situation in 
the countries concerned and the degree of cooperation 
which may be forthcoming from the local manufacturer, 
exporter or importer, and governmental authorities. 

If occuirences of this kind take place in maikcts 
where the U.S. trademaik owner does not operate, the 
misuse may continue for an extended time without his 
knowing it. When the facts come to oui attention, we 
advise the U.S. firm whose piopeity rights appeal to be 
violated, but further investigation is usually deferred 
until the U.S. firm expresses a desiie to have the matter 
followed up. 

Neither Commerce nor the U S, Foreign Service can 
become involved m conflicts between two American 
firms. Therefore requests for assistance cannot be 
serviced if they involve steps against the inteiests of a 
competing American firm. 



Other Remedies 

There 4re several provisions of U.S. law admin- 
istered by various Government agencies, which may be 
helpful in affording protection against foreign misuse of 
trademarks and other rights-effective, however, only foi 
goods imported into the United States 
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Section 42 of the Tiademaik Act of 1946 prohibits 
impoitalion ot articles bearing maiks which are con- 
fusmgly suiiihu to 01 counteifeil of tiademaiks regis- 
teiecl in the Potent ant! Tiademark Office 

Section 526 of the Tariff Act of 1930 icquires the 
Customs Service to prohibit importation of foreign-made 
goods heanng marks which have been registered in the 
Patent and Tiademark Office by a U.S. citizen or 
corpoialion if a copy of the certificate of registration 
has been filed with the Treasury Department Wheieas 
section 42 prohibits importation of infringing trade- 
maiked goods, section 526 provides the U.S. trademark 
owner with alfumalive pi election agamsl unfaii compe- 
lilion. 



Record your trademark 

The procedure for recording trademarks with 
the Treasury is set forth in the Customs Regula- 
tions. 

The regulations provide that a trademark 
owner may record its mark by application, which 
may be in the form of a letter, to the Commis- 
sioner of Customs, Washington, D.C. 

A fee of $100 for each mark must accompany 
the application together with a certified certificate 
of registration from the Patent Office and 1000 
soft copies. 

The accompanying article tells you how this 
action helps to protect you from unfair 
competition. 



If an attempt is made to impoit goods bearing a 
maik which is a clear infiingement of a recoided mark 
the merchandise will be denied entry unless the importer 
secuies the wiitten consent of the tiademark ownei or 
icmovus the offending maik. If as often happens, the 
maik on the imported pioduet does not piesent a 
cleai-cul case of infiingement, Customs will detain the 
merchandise until both impoitei and trademark owner 
have hud a chance to be heard. Customs decisions in 
such cases can be appealed to the U.S. District Couits. 

Section 106, Title 17, United States Code, prohibits 
impoitation of ai tides bearing a false notice of copy- 
right when theie is no copyiiglH theieon in the United 
Stales, or of any piratical copies of any woik copy- 
nghtcd in the United States. A procedure foi obtaining 
Customs piotection against the importation of such 
copies is prescribed in the Customs icgulations, section 

11.19. 

Palenl piolocllon is not coextensive with the 
piotection alforded trademark and copyright owneis. 
There is no law which automatically excludes articles 
from import because they infringe patents. 

Section 337 of the Taiiff Aet of 1930, as amended, 
authorizes the U.S. International Trade Commission to 
investigate alleged unfair methods of competition and 
unfair acts in the importation of articles or in the sale of 
impelled articles in the United States. 



Although there is no recorddtion procedure tor 
patents, the Bureau of Customs will carry out on request 
a Patent Infringement Suivey to assist the patent owner 
in taking appiopnate action. The purpose of the suivey 
is to provide patent owneis with the names and 
addiesses of importers bringing in articles that appear to 
infimgc icgisteied patents Such infonnation will be 
furnished for a period of 2, 4 or 6 months for a fee of 
$1,000, SI, 500, 01 $2,000 respectively 

The only information lurmshed is the name and 
address oi the impoiters, The survey will not disclose 
quantities, price or any other information which nor- 
mally might tall within the realm of trade secrets 
Application may be made by letter addressed to the 
Commissioner ot Customs The procedure is set forth in 
the Federal Register in Part 12, section 12.39a of the 
Customs Regulations. 



Arbitration 

In any type of business transaction disputes in- 
evitably aiise. Most often companies settle their disputes 
through direct negotiation and agreement. Litigation is 
extremely lare and even when the facts are strongly 
favorable is avoided whenevei possible, especially in 
foreign transactions. Most companies that operate on an 
inteinational scale favoi the inclusion of a mandatory 
arbitiation clause in the contract as a less objectionable 
alternative to court action. 

The Ameiican Arbitration Association is the princi- 
pal aibitration organization in the United States. It has 
offices throughout the country and has reciprocal 
arrangements with organizations in many foieign coun- 
tues The Inteinational Chamber of Commeice also 
maintains a worldwide system of arbitration. Besides 
tiiese institutions, there are many special arbitration 
tribunals in the various commodity trades, such as 
lubber, textiles, food distribution, and so on. 

To make it possible foi a dispute to be submitted to 
aibilration, the parties must have agreed to do so either 
in advance or after the dispute has ausen. If thereafter 
one of the parties lefuses to take part, the arbitiation 
will proceed nevertheless since the rules lo which the 
parties have agieed contain provisions for procedure by 
default. 

The various aibitration organizations have standard 
contract clauses which may be freely used. Use of one of 
the standard clauses enables the arbitiation organization 
to have its own rules administered should a dispute arise. 

The nature of disputes submitted to arbitration 
makes any classification of industries or classes of goods 
difficult. An approximate breakdown of arbitrations 
under ICC auspices shows, however, that roughly 20% 
involved licenses for patents, manufacturing processes, 
know-how and trademarks. 

Most international tradeis who use arbitration 
clauses in their contracts with foreign paities may 
enforce favorable arbitral awards against a foreign party 
without difficulty. Although some countries do not have 
laws providing foi execution of foreign arbitral awards, 
other remedies are now readily available. 
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By signing in 1970 the Untied States Convention for 
the Exeuition and Enforcement of Arbitral Awards, the 
United States provided the U.S traders with means of 
enforcing awards. The 45 member countries have agreed 
to enforce awards issued m other member countries, if 
the awards meet the Convention's validity requirements 
and satisfy any special conditions of accession Congress 
amended the basic Federal Arbitration Act (9 U S C. 1 
et.seq.) m 1970 to increase the enforceabihty of 
arbitration agreements and awards made pursuant to the 
United Nations Convention (see article herein entitled 
"Knforcement of Foreign Aibitral Awards Under the 
U.N. Convention"). 

Furthermore, the United States has bilateral treaties 
of Friendship, Commerce, and Navigation with 42 
countries Of these treaties, 18 provide for the enforce- 
ment of arbitration agreements and awards in disputes 
between corporate or individual parties of the respective 
countries. Enforcement ol such an award cannot be 
denied solely tor the reason that the award was rendered 
in another country, or that the nationality of the 
arbitration was not that of the party concerned 

Selection of the remedies of U.N. Convention over 
those of the Friendship, Commerce and Navigation 



Treaties is likely to depend on the conntiy in which (he 
award originated. If it originated in one of the 42 
countries which have signed the U N Convention, most 
companies would make use of that convention 



Though 42 treaties of Friendship, Commerce 
and Navigation are now in force between the 
United States and other countries, only 18 of the 
treaties contain clauses on the enforcement of 
arbitral awards. These 18 treaties are with- 



Belgium 

China 

Denmark 

France 

Germany, 

Federal Republic of 
Greece 
Iran 
Ireland 
Israel 



Italy 
Japan 
Korea 
Luxembourg 

Netherlands 

Nicaragua 
Pakistan 
Thailand 
Togolese Republic 
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Most countries, including those that have become 
independent since the end of World War U, have patent 
laws. There are only a few that have no system of patent 
protection, most notably Thailand, Ethiopia, Saudi 
Arabia, and People's Republic of China. Many indepen- 
dent countries provide patent piotection only on the 
basis of a patent fust acquued in the fonner parent 
country Examples are Ghana where a "confirmation 
patent" is issued based on a patent first acquired in the 
United Kingdom, and Cambodia and Bui ma, where 
French and Indian patents, icspettively, aie recognized 
us being in force. 

Theie are certain countries that pi ovule, in addition 
to regular patents of invention, so-called "intiodiiction," 
"levalidation" 01 "importation" patents These can be 
applied foi on an invention already patented elsewhere, 
by the same patent owner, or, after a period of time, by 
a local national. Such patents expire at the dination ol 
then basic foreign patents. Their pmpose is to permit an 
invention to be introduced and protected, notwith- 
standing its puor patenting in other countries. 

The USSR, Bulgaria, Poland, Romania, Albania, and 
Algeria provide for issuance of so-called "inventors' 
certificates," as well as patents, The inventors' ceitificatc 
system is used extensively in the USSR. Under its 
piocedures, an inventor may offer his invention outright 
to the Stale, which assumes its ownership and exclusive 
use. If used by the State, it entitles the mvenloi to a 
cash rewaid or other specific benefit. In such dual 
system countries, the mventoi generally has the light lo 
choose between applying foi an inventors' ceititieate 01 
a patent. Local inventois in Eastern Euiope gcneially 
apply foi inventors' ceitificates; foieigners apply fot 
patent lights because of certain impraclicahties in 
acquumg inventors' certificates. 

Regionally, thcie is an international patent filing 
and legistiation system in Africa, under the Afncan and 
Malagasy Industrial Properly Office, in Yaounde, Camc- 
10011, established m 1962 by 12 independent countues 
fonneily French African colonies (see summary). 

In Western Euiope, 14 countries signed an European 
Palenl Convention in Munich, in Oclobei 1973. Undei 
the Convention's piocediues, anyone, mcspective of 
nationality, will be able to file a single international 
application at the Euiopean Patent Office foi a so-called 
"Euiopean Patent." The application must designate 
those European countues in which the Ouiopcan Patent 
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is sought. Upon completion of the application's exami- 
nation, the European Patent will be gi anted, and exist, 
in effect, as a national patent in the designated coun- 
tries. International applications tiled umlei the Ticaty 
may be subject to proceedings befoie the European 
Patent Office winch will also be icsponsible for an 
international search and the preliminary examination. 
Entry into force of the Treaty must await ratification by 
six European countries in which a total of 180,000 
patent applications were tiled in 1970. 

The European Common Market countries aie also 
due to negotiate a corollary European Convention to 
eventually abolish national patent laws and create a 
unified patent law for the EEC members. Undei its 
provisions, an EEC Patent will be issued applicable in 
each member country. In effect, the EEC will opeiate as 
a single country undei the European Patent Convention. 

As to salient features in existing world patent laws, 
there are still many variations with respect to such 
matters as exceptions to patentability i.e. patents only 
for medicinal and food processes, not products, or for 
both), examination and opposition procedures (in some 
cases none), duration of patents (ranges from 5 to 20 
years from application filing or registration date), and 
compulsory licensing (immediate, 01 1- to 5-year grace 
period). 

A patent Cooperation Treaty (PCT), adopted in 
June 1970, by the United States and about 20 countncs, 
would simplify international filing proceduies by 
allowing a patent applicant to file one application at a 
central source. Such a filing would have the effect of a 
filing in every member country where he desiies protec- 
tion. The Treaty also calls for centralized patent search 
and examination procedures and allows a patent appli- 
cant 20 months, instead of the more typical 12-month 
period, in which to complete his application documents. 
The PCT will enter into force when ratified by eight 
countries, four of which must have major patent 
activity. The United States cannot deposit its instrument 
of ratification until implementing legislation is enacted. 

Those interested in protecting their industrial prop- 
erty rights abroad should secure the services of legal 
counsel for advice and assistance on the specific pro- 
cedures to be followed in the countries in which they 
desire to do business. 

Afghanistan- No patent law. Some common law 
protection available for inventions and designs against 
mutation. 

African and Malagasy Union-Member countries: 
Cameroon, Central African Republic, Chad, Congo 
(Brazzaville), Dahomey, Gabon, Ivory Coast, Malagasy 
Republic, Mauritania, Niger, Senegal, Togo, and Upper 
Volta. Inquiries and applications should be directed to 
the Office Afiicain et Malgache de la Proprie'te Indus- 
trielle (OAMPI) located m Yaounde, Cameroon. 

Invention patents valid m all member countiies 20 
years after application. Prior publicity anywhere pie- 
judicial. No novelty examination. No opposition provi- 
sion. Compulsory licensing possible 3 years after applica- 
tion, whichever is later, if working inadequate or if 
working interrupted for any 3-year peiiod, French 
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Albania Invention patents valid I " yea is limn 
application date, inventois' ccil.il ic.it us also giank-d. 
Chemical manufaetimng piocesses paU'iitaMe, but not 
chemicals, medical and some biological inventions eli- 
gible only foi eeitificates. I'noi publication in use 
anywheie picjudicial. Novelty examination. Opposition 
period 3 months. No piovision foi woiking. Cnmpulsoiy 
licensing piovision. 

Algeria -Invention patents valid 20 yeais fioni 
application tiling date Confnmalion patents valid JO 
yeais fiom filing dale of foieign patents upon which 
based, it such foieign patents gi anted befoie Januaiy I, 
1966. inventois' certificates also gumled. Pnoi publicity 
anywheie piejudicial. No novelty examination 01 opposi- 
tion. Confnmalion patent must be worked I yeiu from 
giant and not discontinued foi moie than a yeai , 
otheiwise can be cancelled. Compulsory license 01 
invention patents possible 3 yeais trom giant 01 4 yeais 
from application date if not adequately woiketl. 1'ieiicli 
patents valid in Algeria on July 3, 1462, lemam in foiee 
if continuously woiked by patentee 01 Ins assignee. 

Antigua (also British Virgin Islands) Patents valid 

14 years fiom application filing dale. Confiimatinn 
patents, co-lcrnunous witli U.K. patents also gianlud; 
must be filed for within 3 years ol liiltei. No novolly 
examination. Foi independent patents, public use in 
Antigua piejudicial. No woiking. (lompulsoiy licensing 
possible. 

Argentina- Invention patents panted loi 5, 10, 01 

15 yeais; 15 yeais at'tei grant only for impoitanl 
inventions. Patents of impuilalion good loi up to 10 
years. Pharmaceutical manufactuiing piocossos palenl- 
able. Piior publication anywhere, 01 grant of loiuign 
patent (except lor Argentine impoil patents), 01 public- 
use 111 Argentina piejudicial. Novelty examination No 
opposition provision. Woikmg requited 2 yeais aller 
giant, not to be interrupted foi any '2-year period, No 
compulsoiy licensing provision. Importation 01 adver- 
tised offer of sale may constitute working. 

Australia-Invention patents valid Id yeais alter 
application, renewable up to 10 yeais wlieie inade- 
quately remuneiated; piovisional protection available 1 
yeai. Prioi publication, public use, or disclosuie in 
Australia prejudicial. Novelty examination. II no exami- 
nation requested within 5 yeais ol application lilnuj 
date, application will lapse. Applicant may also toques! 
modified examination for application based on patent 
issued in the United Kingdom 01 the United Stales. 
Opposition peiiod 3 months. Compulsoiy licensing 
possible 3 yeais after grant if inadequately worked; 
revocation possible 2 years aftei fir si compulsory li- 
cense. Patent registration should be maiked on pioduet, 

Austria-Invention patents valid 18 years aftei 
application. Prioi published desciiplion anywheie, or use 
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oi exhibition in Austria prejudicial. Novelty examina- 
tion. Opposition period 4 months. Compulsoiy licensing 
possible 3 yeais aftei grant or 4 yeais aftei application, 
il inadequately worked, 

Bahamas-Patents granted before June 1 , 1967 (new 
Act effective date), valid 7 yeais, renewable twice tor 7 
years each lime. Undei new Act, invention patents valid 
16 yeais fiom application tiling date. Publication, public 
use, 01 knowledge prejudicial. No novelty examination, 
opposition, compulsory licensing 01 working require- 
ment. 

Bahrain-Conlirmation of U.K patents only, appli- 
cations must be filed within 3 yeais ot conesponding 
U.K. patent. 

Bangladesh (Formally East Pakistan-Declared in- 
dependence March 25, 1971 Adopted Pakistan Patent 
Law. Applications pending in Pakistan on above date 
should be tefiled in Bangladesh and releience made to 
earliei Pakistan filing, with proof, 

Baibado,s~liivention patents valid 14 yeais from 
application date, renewable loi 7 yeais. Piovisional 
pioteclion available 9 months. Foreign patent holders 
entitled to "Letlcis of Registiation." Public use in 
Baibados prejudicial. No novelty examination. Opposi- 
tion peiiod 2 months. No compulsory licensing pro- 
vision. 

Belgium- Invention patents valid 20 years aftei 
application' patents of impoitation valid up to 20 yeais. 
Patentable inventions must be industrially or com- 
meicially workable. Prioi commercial use in Belgium, 
patent 01 publication anywheie prejudicial except tor 
unpoit patents. No novelty examination, form only. No 
opposition provision. Working required 3 yeais after 
grant (1 yeai toi countries not party to Paiis Union) 
not to be inteiiupted foi any 12-month period. No 
compulsory licensing provision. 

Bermuda --Invention patents valid 16 years from 
patent giant, lenewablc 7 year periods. Patents also 
available as confnmalion of U K. patents, if applied for 
within 3 yeais of toiler's grant date. Co-terminous 
dmation with latlei. No novelty examination. For 
independent patents, use and sale in Beimuda prejudi- 
cial No opposition for independent patents; 2 months 
for confirmation patents. No woiking provisions but 
compulsoiy licensing possible, 

Bolivia-Invention patents valid up to 15 years after 
giant, including renewals; confirmation patents valid up 
to 15 yeais. Piior knowledge, description, working or 
nonpatcnt publication anywhere prejudicial. Foieign 
patent not piejudicial, if application filed within 1 yeai 
of tbicign application. No novelty examination. Pub- 
lished twice in I month at 15-day intervals foi opposi- 
tion. Compulsoiy licensing possible 2 yeais aftei grant, if 
inadequately woiked or, if working interrupted for any 
1-year period. Impoilalion 01 advertised offer to license 
may constitute working, 

Botswana-Confirmation patents based on piior 
registration in Union of South Afiica. U.K. patents 
automatically in force, record at! on unnecessary. 



Brazil-New law etfective December 31, 1971 
Patents gianted before then valid for terms stated in 
patent grant. Under new law. invention patents valid 15 
years from application filing dale. Use or publication 
anywhere prejudicial. Application published 18 months 
from earliest priority or tiling date, Applicant can 
request examination within 24 months, otherwise appli- 
cation deemed abandoned. Opposition period 90 days. 
Working lequired within 3 years after grant and not 
interrupted for longer than 1 year, otherwise subject to 
compulsoiy license. Failure to work within 4 years, or it 
license issued after 5 years, working is discontinued for 2 
consecutive years, patent considered lapsed. 

British Honduras -Patents valid 14 years Irom appli- 
cation filing date, renewable 7 or 14 years. Co-terminous 
with prior corresponding foreign patent, if latter exists. 
Confirmation patents based on and co-terminous with 
U.K. patents granted, if applied for within 3 years, No 
novelty examination, working 01 compulsory licensing 
provisions. 

Brunei-Patents granted as confirmation of and 
co-terminous with U.K., Malaya, or Singapore patents, 
to be applied for within 3 years of grant in latter 
countries. No novelty examination, working or compul- 
sory licensing provisions. 

Bulgaria-Invention patents valid 15 years after 
application; law also provides for inventors' certificates 
Some medical and biological inventions eligible only for 
ceitificates. Prior publication or public knowledge any- 
wheie prejudicial. Novelty examination. No opposition. 
Working and licensing provision; 3 years after grant or 4 
years after application. Importation may qualify. 

Bin ma No patent law, Indian patents valid. 

Burundi Invention patents valid 20 years from 
application filing date, importation patents valid to 20 
years. Public use anywheie piejudicial. No novelty 
examination or opposition. Patent must be worked 
within 2 years, otherwise can be cancelled. No com- 
pulsory licensing provision. 

Cambodia-French patents applicable, file with 
Chief Registrar of Pnom Penh Commercial Court. 

Canada-Patents valid 17 years after grant. Chemical 
manufacturing processes patentable Prior knowledge, 
use, patent, or description anywhere, or public use or 
sale in Canada more than 2 years pnoi to Canadian 
application prejudicial. Canadian application must be 
filed either before grant of first foreign patent or within 
12 months of fiist foreign application. Novelty examina- 
tion. Opposition period not provided, but piotest may 
be filed. Compulsory licensing may be ordered by Patent 
Commissioner 3 years after giant, and if licenses are 
insufficient, patent may be revoked. Patent registration 
should be maiked on product. 

Chile-Invention patents valid up to 15 years after 
grant, including renewals. If invention patented abroad, 
patent is co-terminous with ongmal foreign patent. Prior 
public knowledge, use, sale, or publication anywhere, or 
importation into. Chile prejudicial. Foreign patent not 
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prejudicial, if invention not commercially known in 
Chile. Novelty examination, No working 01 compulsory 
licensing provisions Patent registration must be marked 
on product. 

People 1 ;, Republic of China (Mainland China)-No 
patent law Parties can apply for inventor's certificate on 
invention, which, if granted, entails cash awards and 
other benefits to applicant based on invention's value to 
State Foreigners presumably may apply for inventors' 
certificates. State retains ownership under inventors* 
certificate registrations. 

China (Taiwan} Invention patents valid 15 years 
after application; addition patents coterminous with 
basic patent. Prior foreign patent application over 1 year 
previous to application in China, or publication or public 
use m China prejudicial. Novelty examination. Opposi- 
tion period 6 months. Compulsory licensing or revoca- 
tion possible 3 years after grant, if inadequately worked. 
Patent registration should be marked on product. 

Colombia-Invention patents valid 8 years after 
grant, renewable additional 4 years. Use or publication 
anywhere prejudicial. Novelty examination only aftei 
application examined for formalities and published. 
Opposition period 60 days. Compulsory license 3 yeais 
after grant or 4 years after filing whichever last expires, 
il patent not adequately worked 

Cosla Rica-Invention patents valid 20 years after 
grant; confirmation patents co-terminous with basic 
patent up to 20 years. Prior public knowledge or use in 
Costa Rica prejudicial for confirmation patents, any- 
where tor other patents. Novelty examination Opposi- 
tion period 30 days. Working required 2 years after 
grant, not to be interrupted for any 3-year period, no 
compulsory licensing provision. 

Cyprus-Patents only obtainable as confirmation of 
U.K. patents. Request must be made within 3 years of 
U.K. patent grant date. 

Czechoslovakia-Invention and dependent patents 
valid 15 years after application. Chemical and medicinal 
manufacturing processes patentable, certain medical 
treatments and biological inventions eligible only for 
inventors' certificates. Pnoi public knowledge anywhere 
via publication, patent description, or display pre- 
judicial. Novelty examination. Opposition period 3 
months. No woikmg requirement, but use of patent m 
public interest may be ordered, 4 years after filing, or 3 
years after grant, whichever is later. 

Denmark-Invention and dependent patents valid 17 
years after application; addition patents co-terminous 
with basic patent Prior published description or public 
use anywhere prejudicial Novelty examination. Opposi- 
tion period 3 months. Compulsory licensing possible 3 
years after grant or 4 ycais from application filing date, 
if inadequately worked. 

Dominican Republic- Invention and revaluation 
patents valid up to 15 years after grant, including 
renewals. Medicines and chemicals patenEable if ap- 



proved by Medical Board Public knowledge 01 use 
anywhere prejudicial. No novelty examination. Foieign 
patenting or importation no bai. No oppoMtion 
provision. Working requued 5 yeais aftei application, 
not to be interrupted for any 3-yeai peiiod. No 
compulsory licensing provision. 

Dutch Antilles-See Netheilands. 

Ecuador-Invention patents valid up to 12 years 
after grant Importation patents valid up to 12 years, 
apply regionally 01 over whole countiy. Revaluation 
patent based on, and co-teimmous with, patent owned 
in United States or certain Latin American countries. 
Prior existence or public knowledge in Ficnadoi pre- 
judicial. Opposition peiiod 90 days Compulsory li- 
censing invention patents 2 years after giant, if inade- 
quately woiked, or if working nHeirupted lor any 2-yeiu 
period, iinpoH patents may lapse if working inteiruptecl 
any 6-month peiiod. 

Ethiopia-No patent law. Publication of cautionary 
notices in local press and infoiming government of 
existence of foreign patent may afford some protection. 

Fiji Islands-Patents valid 14 years fioni giant, or 
until corresponding first foreign patent expnes. Confir- 
mation patents co-terminous with U.K. patents also 
gianted. No novelty examination. Use or publicity in 
Fiji prejudicial. No working or compulsory licensing 
provisions. 

Finland-Invention patents valid 17 yeais al'tci 
application. Prior publication in any foim anywhere, or 
public disclosure piejudicial. Novelty examination. Op- 
position period ^3 months. Compiilsoiy licensing or 
revocation possible 3 yeais aftei giant or 4 years from 
application date, if inadequately woiked, or if needed to 
woik anothei patent. 

France-Invention patents valid 20 yeais fioni filing 
date. Law also provides foi "Certificates of Utility," 
issued for 6 yeais. Public knowledge anywhcic, including 
publication of a corresponding patent in an official 
journal, prejudicial. Novelty examination foi invention 
patent, not utility certificate, applications. Compulsojy 
licensing possible 3 yeais after giant or 4 yeais after 
patent filing date, if inadequately worked, or if woikiug 
discontinued for any 3-year peiiod. Special legislation 
applies to patenting of phaimaceutical products. Under 
"deferred examination" procedmc patent applicant lias 
2 years to postpone lequesl foi novelty examination, 
except in pharmaceutical cases. If no request made 
during that period, application conveiled lo one for 
"Certificate of Utility." No opposition piovision but 
application laid open foi 18 months to permit public 
comment. Patents applied for before new law effective 
date (1/1/69) remain subject to foimer law. 

Gambia-Patents only obtainable as confiimaUon of 
U K. patents. Request must be made within 3 years of 
U.K. patent giant date. 

Germany, Democratic Republic of-Exclusive or 
industrial (economic) patents granted. Valid 18 yeais 
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from application filling cUtte Publication, use East 
Germany, described printed publication anywhere pre- 
judicial. Exclusive patent vests ownership rights in 
registrant. Compulsory license may be ordered, if not 
sufficiently worked. Industrial patent vests rights in 
registrant, also any third parties authonyed by Patent 
Office, after applying thereto for license. Patent Court at 
Leipzig has jurisdiction infringement cases. 

Germany, Federal Republic of Invention patents 
valid 18 yeais alter application. Prior public use in 
Geimany 01 punted descriptions anywheie (including 
patent applications and regisleied utility models) pre- 
judicial. Ml applications given pielinimaiy scieemng. 
Applications opened toi public inspection ioi 18 months 
after tiling. Applicant can postpone full novelty exami- 
nation leqiiesl for 7 ycais; it no icquest made by thai 
time, application lapses. Opposition period 3 months. 
Compulsoiy licensing possible at any lime, revocation 
possible 2 yeais attei first compulsory licenses if 
inadequately woiked. Patenting in United States consti- 
tutes woikmg in Geimany. 

Ghana -Patents only obtainable as confirmation of 
U.K. patents, except those foi phaimaceuticals. Request 
must be made within 3 yeais of U.K. patent grant date, 

Gieece-Patents valid 15 years attei application. No 
Novelty examination. No opposition piovision Revoca- 
tion possible 3 yeais aftei giant, it inadequately worked; 
compulsoiy licensing possible if needed to woik anothei 
patent, Adveitised offeis ol licensing may be considered 
woiking. Owneis of coiiespondmg U.S patent!) ex- 
empted fioni working lequiicmcnt. 

Guatemala -Invention patents valid 15 years altei 
giant, impoitation patents eo-lonmnoiis with basic 
patent up to 15 yeais. Inventions to be patentable must 
meet positive ciitcna listed in the patent law, pnoi 
public knowledge in Guatemala piejudicial forunpoita- 
lion patents, anywheie foi olhei patents. Novelty 
examination. Opposition may be filed within 40 days 
after first publication. Compulsory licensing possible 1 
yeai aftei giant if inadequately woiked or il working 
mteirupted foi any 3-inontlt peiiod. 

Guyana-Invention patents valid 16 yeais aflei 
application. Publication, woikmg, sale, 01 use in Guyana 
prejudicial. Novelty examination. Opposition period 2 
months, Compulsoiy licensing or icvocation possible 
aftei 3 yeais if inadequately woiked. Patent itgistuition 
should be maiked on product. Confirmation patents 
based on U.K. legistration also issued. 

Haiti-Invention and levahdatton patents valid up to 
20 years aftei giant, including renewals, addition patents 
co-teiminous with basic patent. Public use or publication 
anywheie more than 1 ycai pnor to application pre- 
judicial. No novelty examination, opposition, compul- 
sory licensing or woiking piovisions. 

Honduras-Invention patents for nationals valid up 
to 20 years after grant, foi foreigners, granted for life of 
basic patent. Prior publication or use in Honduras 
prejudicial for Impoit patents, anywhere for other 



patents. Novelty examination. Opposition period 90 
days. If patent is not worked within 1 year after grant, 
patent lapses Patent marking necessary to maintain 
infringement actions 

Hong Kong-Patents only obtainable as confir- 
mation of patents giantecl in the United Kingdom. 
Application for protection must be filed within 5 years 
of U.K. patent issue date. Hong Kong patent expires 
with corresponding U.K patent. 

Hungary-Patents valid 20 years from application 
tiling date. Application first examined toi formalities 
and published, if accepted. Applicant or others then 
have 4 yeais to lequest complete novelty examination, 
otherwise application considered abandoned. Prior use 
or publication anywhere piejudicial. Opposition period 3 
months aftei hill examination, Compulsory licensing it 
patent not worked within 4 years ot filing or 3 years 
liom giant whichever is later. 

Iceland -Invention patents valid 1 5 yeais after 
grant. Pnoi publication anywheie, including use or 
display in Iceland, piejudicial. Novelty examination. 
Opposition pencil 12 weeks. Compulsory licensing 
possible 5 yeais aftei grant if inadequately worked or 3 
years after grant if needed to work anothei patent. 

India- Invention patents valid 14 years after applica- 
tion, othei than for foods and drugs. Food and drug 
piocess patents valid 7 years Prior public knowledge or 
use in India prejudicial. Novelty examination. Opposi- 
tion penod 4 months. Compulsory licensing possible 3 
years after giant for inadequate working All patented 
articles must be marked with munbei and year of patent. 
Recipiocal prionly lights granted on basis of applica- 
tions filed in certain Commonwealth countries. Not 
member of Paiis Union. Applications pending on April 
20, 1972, aie granted toi 5 years or 7 years fioin 1972 
date, whichever shoilei. 

Indonesia -Pending passage of patent legislation, 
applications may be filed with the Indonesian Justice 
Depaitment. Although applications will not be acted on 
until a patent law is passed, they will reportedly be given 
piiontyovei later filings. 

han-lnvention patents valid up to 20 years after 
application, addition or improvement patents co- 
teiminous with original. Importation patents co- 
terminous with foieign patents. Except for import 
patents, prior publication in official publications or 
journals anywheie, piejudicial. No novelty examination. 
Opposition period not specified. Revocation possible 5 
yeais after giant if inadequately worked. No compulsory 
licensing provision. 

Iraq-Invention patents valid 15 yeais from date of 
application, patents of importation for unexpired term 
of then foieign basic patents up to 1 5 years. Prior public 
knowledge or use anywheie prejudicial. No opposition 
pto vision. Patent must be worked within 3 yeais and not 
discontinued for 2 years, othei wise subject to com- 
pulsoiy license 01 revocation. 
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Ireland Invention patents valid 16 years aftei appli- 
cation, exceptionally renewable up to 10 years when 
inadequately remunerated Prior public use or know- 
ledge anywhere prejudicial. Novelty examination. Op- 
position period 3 months. Compulsory licensing possible 
3 years after grant or 4 years after application date, if 
inadequately worked. Revocation possible 2 years after 
first compulsory license. Importation does not consti- 
tute woikmg. Patent registration should be marked on 
product. 

Israel-Invention patents valid 20 years after appli- 
cation. Prior publication, use, or sale anywhere pie- 
judicial. Novelty examination. Opposition peiiod 3 
months, Compulsory licensing possible 3 yeais after 
grant or 4 years after application date, if inadequately 
worked, revocation possible 2 years after first com- 
pulsory license. 

Italy Invention patents valid 15 years after applica- 
tion. Pharmaceutical products and processes are not 
patentable. Prior public knowledge anywhere prejudicial. 
No novelty examination or opposition provisions. Com- 
pulsory licensing possible if inadequately worked 3 years 
after grant, or 4 years after application or if working 
interrupted for any 3-year period. Exhibition may 
constitute working, but not importation. 

Jamaica -Invention patents valid 14 years after 
application, renewable 7 yeais, confiimation patents 
based on foreign patents co-tenmnous with original. 
Pnoi publication or public use m Jamaica prejudicial, 
except for confirmation patents. No novelty examina- 
tion. No opposition provision. No working or com- 
pulsory licensing provisions, 

Japan-Invention patents valid 15 years from date 
application published, cannot exceed 20 years applica- 
tion filing date. Application open to public inspection 
18 months from filing date. Examination can be 
postponed 7 years at applicant's request; if no request 
for examination made at that time, application lapses. 
Publication anywhere or public knowledge or use in 
Japan prejudicial. Novelty examination. Opposition 
period 2 months. Compulsory licensing possible 3 years 
after registration or 4 years after filing, if inadequately 
worked or if needed to work another patent. 

Jordan-Invention patents valid 16 years after appli- 
cation. Pnoi publication, use, or sale in Jordan pre- 
judicial. Novelty examination. Opposition period 2 
months. Compulsory licensing or revocation possible 3 
years after grant, if inadequately woiked. 

Kenya-Pa len ts only obtainable as confirmation of 
U.K. patents. Request must be made within 3 years of 
U.K. patent grant date, 

Korea, Republic of Invention patents valid 12 
years after grant or 1 5 years after application, whichever 
is less. Public knowledge or use in Korea, or appearance 
in publications distributed in Korea prejudicial Novelty 
examination. Opposition period 2 months. Compulsory 
licensing or cancellation possible 3 years after grant if 



inadequately woiked or if working interrupted for any 
3-year period. Patent registration must be marked on 
product. 

Kuwait-] nvention patents valid 1 5 yeais after 
application, renewable 5 years. Special patent for medi- 
cines, Pharmaceuticals, or foods valid 10 years. Recent 
publication or use in Kuwait prejudicial. No novelty 
examination. Opposition period 2 months. Compulsory 
licensing possible 3 years aftei giant if inadequately 
worked or if working interrupted for any 2-year period. 

Laos-Fiench Patent Law of 1844 applicable. Appli- 
cation should be filed with Superior Appeal Tnbunal of 
Vientiane. 

Lebanon-Invention patents valid 15 years after 
application. Prior publication anywhere prejudicial. No 
novelty examination. No opposition provision. Woikmg 
required 2 years after grant. For nationals of Paris Union 
countries, however, allowance period is 3 years. No 
compulsory licensing provisions. Diiect offer to license 
one capable of working the invention may constitute 
woiking, but importation does not. 

Lesotho (formerly BasutolandJ-Confirmation pa- 
tents based on Union of South Africa patents, issued for 
remaining term of coiresponding patent in latter coun- 
try, U.K. patent automatically piotected for its dura- 
tion; no local legislation 01 confiimation lequired. 
Marking of article to indicate patent desirable. 

Liberia-Invention patents valid 20 years after grant. 
Prior public knowledge, publication, or use in Liberia 
prejudicial. No specific exclusions from patentability. 
No novelty examination. No opposition provision. 
Working required 3 yeais after grant. 

Libya-Invention patents valid 15 years after appli- 
cation, renewable 5 years. Processes for making food- 
stuffs, medicines or pharmaceutical prepaiations patent- 
able for 10 years. Public use or publication in Libya 
prejudicial. No novelty examination. Opposition period 
2 months. Working lequired in Libya 01 country of 
origin within 3 years, 2-yeai extension possible. Com- 
pulsory licensing can be ordered at any time, 

Liechtenstein-Swiss patents automatically valid 

without any required foimalities. 

Luxembourg-Invention patents valid 20 years after 
application. Piior public knowledge or use anywhere 
prejudicial. No novelty examination 01 opposition pro- 
vision. Compulsory licensing possible aftei 3 years, 
nonworking for 3 years can also result in revocation. 

Malawi-Invention patents valid 16 years from 
application filing date Prior public use or knowledge in 
Malawi, or in printed publications anywhere prejudicial. 
No novelty examination. Opposition period 3 months. 
Compulsory license can be ordered, if patent not 
sufficiently worked within 3 years. 

Malaysia-Federation consisting of former areas of 
Malaya, Sabah and Sarawak; each still has separate 
patent law. In Malaya and Sabah, U.K. patent is 
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applicable, it must be registered sepaiately withm 3 
years of U.K. grant, in each territory to be in iorce, 
lemains in foicc foj the duiation of U K registration. In 
Sarawak, application may be filed any time based on 
patent in Hie United Kingdom, Singapore, or Malaya. 

Malta-Invention patents valid 14 years from appli- 
cation, renewable 7 yeais. Publicity anywheie pre- 
judicial. No novelty examination. Opposition period 2 
months. Compulsory licensing possible, if not woiked in 
3 yeais. 

Mauritius-Invention patents valid 14 years from 
application, renewable for like peiiod. Publicity or use in 
Mauritius prejudicial No novelty examination. Opposi- 
tion pcmod 1 month. No working or compulsoiy 
licensing. 

Mexico Invention and impiovement patents valid 
15 years after application, 12 years if not commeicially 
worked. Recent piior publication, patent, or working 
anywhere prejudicial. Novelty examination. No opposi- 
tion provision. Working required within 3 years and not 
discontinued nioie than 6 consecutive months otherwise 
compulsory licensing possible. 

Monaco Invention patents valid 20 years after 
application. Publicity or use anywhere prejudicial. No 
novelty examination or opposition. Working leqiiired 
within 3 yeais aftei giant otherwise subject to com- 
pulsory licensing. 



" Although country consists of former 
French Morocco, Tangier Zone and Spanish Zone, no 
unified patent taw yet exists. Separate application for 
Fiench Moioeco must be filed with Industrial Property 
Office at Casablanca, and for Tangier, with Industrial 
Piopeity Buieau in that aiea. Situation in ex-Spanish 
Zone unclear. 

For Morocco, invention patents valid 20 years after 
application, Piior public knowledge anywhere pre- 
judicial. No opposition provision. Working required 3 
years itfler giant for nationals of Paris Union countries, 3 
years after application foi others; woikmg not to be 
interrupted foi any 3-yeai period. Reasonable offer to 
license 01 sell may constitute woiking; importation may 
be prejudicial. No compulsoiy licensing piovision. 

For Tangier Zone, invention patents valid 20 years 
and ImpoUuLion patent 10 years from application. 
Public use 01 publication anywhere picjudicinl for basic 
invention patents. No novelty examination or opposition 
provision. Working required within 3 years, otherwise 
subject to compulsory licensing. 

Namibia {South West Africa)-Patenl matters ad- 
ministered by South African Patent Office. Invention 
patents valid 14 years from application filing dale, 
renewable 7 or 14 yeai periods, No novelty examination. 
Prior use in Namibia, or abroad more than 2 years before 
filing, prejudicial. No opposition, Compulsory license 
possible if not worked within 2 years, 

Nauru-Patents gi anted as confirmation of and 
co-tprinlnous with Auslialian patents. Must be applied 



for within 3 years ol latter's grant date. No working or 
compulsory licensing provisions. 

Nepal-Invention patents valid 15 years afler grant, 
extendable for two additional 15-year periods. Applica- 
tions screened for novelty regarding known or use in 
Nepal, rejected if criteria not met. 

Netherlands-Invention patents granted before new 
law, Jan. 1, 1964, valid 18 years from date of grant. 
Under new law, 20 years from end of filing month or 10 
years from end of grant month, whichever period lasts 
longer. Prior publication, public knowledge, or use 
anywhere prejudicial. Novelty examination. Applicant 
has 7 years after filing to request complete examination, 
if no request made by then, application lapses. Opposi- 
tion period 4 months. Compulsory licensing possible 3 
years after grant if inadequately worked, at any time if 
needed to work another patent, Patent registration 
should be maiked on product. 

Old Netherlands law as of 1948 (not 1956 revision) 
still in effect in Dutch Antilles and Surinam. 

New Zealand-Invention patents valid 16 years after 
application, renewable up to 10 years. Recent prior 
publication in patent specification anywhere, or publi- 
cation or use in New Zealand prejudicial. Novelty 
examination. Opposition period 3 months. Working 
within 3 years after grant. Subject to compulsory 
licensing at any time for foods and medicines; revocation 
after 2 years, if licensing unsatisfactory. 

Nicaragua Invention patents valid 10 years after 
grant. Public knowledge in Nicaragua prejudicial. Pro- 
cesses patentable, but not products. Examination for 
usefulness only. Opposition period 30 days. Working 
required 1 year after grant, not to be interrupted for any 
1-year period. Sworn affidavit and advertised offer of 
sale or license constitutes working. No compulsory 
licensing provision. Patent registration should be marked 
on product. 

Nigeria -Patents granted under former law continue 
until term expires. New law effective Deccmbei 1, 1971. 
Invention patents valid 20 years after application. Use or 
publication anywhere prejudicial. No novelty examina- 
tion or opposition provisions. Compulsory licensing 
possible 3 years from grant or 4 years from application 
date, if inadequately worked. 

Nor way- Invention patents valid 17 years after 
application. Prior publication and use anywhere pre- 
judicial. Novelty examination. Opposition period 3 
months, Compulsory licensing possible 3 years after 
grant or 4 years after application, if inadequately 
worked, if working interrupted or if needed to work 
another patent. 

Oman, Qatar, United Arab Emirates (Abu 
Dhabi, Dubai)-No patent laws. Cautionary notice in 

certain Lebanese newspapers circulating these States 
may afford some protection. 

PakistanInvention patents valid 16 years after 
application. Prior public knowledge or use in Pakistan 
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prejudicial. Novelty examination. Opposition period 4 
months. Working required withm 4 years of grant, 
otherwise compulsory licensing possible. Patent registra- 
tion should be marked on product. Not member of Pans 
Union, but reciprocal priority lights granted to applica- 
tions (iled ui certain Commonwealth conn tiles. 

Panama-Invention patents valid up to 20 years. 
Revalidation patents co-iermmous with foreign patents 
up to 15 years. Prior public knowledge in Panama 
piejudicial. No novelty examination. Opposition period 
90 days Patents may lapse if not worked when one-third 
of term has passed; working not required for revaluation 
patents. No compulsory licensing provision. 

Paraguay-Invention patents valid 15 years after 
application, confirmation patents co-tenmnoiis with 
basic patent up to 15 years. Publication of foreign 
patent 1 year prior to Paraguayan application, or prior 
working or public disclosure in Paraguay prejudicial. No 
novelty examination. No opposition provision. Com- 
pulsory licensing possible it not worked foi any 3-year 
period, 

Peru-Invention patents valid 10 years from grant. 
Precautional patents, based on foreign patents, valid 1 
year only for person domiciled in Peru, Novelty exami- 
nation. Prior use in Peru or publication anywhere, and 
not later than 2 yeais Irom filing date of first foreign 
application, prejudicial. Opposition period 30 days after 
application last published. Working required within 2 
years of grant; period extendable 2 years. Compulsory 
license possible if patentee importing product, local 
working insufficient, or needed to work another patent. 

Philippines-Patents valid 17 years after grant Prior 
patent or published description anywhere, or use or sale 
in the Philippines 1 year before application prejudicial, 
Novelty examination No opposition provision. Com- 
pulsory licensing possible 3 years aftei grant if patent 
not worked on a commercial scale, or if it relates to food 
or medicine or the article is necessary for public health 
or safety. Patent registiation must be marked on 
product; otherwise damages for infringement cannot be 
recovered. 

Poland-Regular patents valid 1 5 years from applica- 
tion filing date. Applications published 18 months aftei 
examination formalities. Full examination must be 
requested within 6 months' publication. Applicant can 
request provisional examination and grant of provisional 
patent for 5-year duration. Has 4 years after application 
date to lequest full examination and conversion to 
regular patent, if provisional patent sought fust. Law 
also embodies inventor's certificate system, similar to 
Soviet Union, with State assuming ownership of inven- 
tions thereunder and granting awaids based on inven- 
tion's use, 

Portugal-Invention patents valid 15 years after 
grant. Prior publication anywhere or public use in 
Portugal prejudicial. Novelty examination in case of 
opposition. Opposition period 3 months. Compulsory 
licensing possible 3 years after grant, if inadequately 



worked, if working intenupted foi any J-wi ; 
it needed to work another patent. 

Rhodesia Invention patents valid .10 - ' 
application. Provisional piotection av ( nIahK f 
01 15 months with fine. Use or working in f< ] ' 
publication anywhere prejudicial. Novelty . ^ ii. i 
Opposition period 3 months. CompuiKorv, - 
possible 3 years from grant date or 4 * i 
application date, if not adequately worked 

Romania Invention patents vahd ] ^ ' i " 
application, patents of addition for perin-'l "' 
patent but no less than 10 yeais. Inventors' t 'i 1 
provided for in law. Filing acceptable it IM'..M 
pieviously filed or patented in Romanu <n ; 
revealed anywhere, No opposition provision \- 
requued 4 yeais after application or 3 yr.ns lit . 
otherwise subject to compulsory licensing. 

Rwanda Invention patents valid 20 v , -, 
application. Importation patents co-terniincn , v i 1 
responding foreign patents, not to exceed ''t 
Public use in Rwanda or publication anyuh 
judicial. No novelty examination or opposition 
must be worked within 2 years from d,iu . 
abroad, otherwise can be cancelled. No ^uiuj. 
licensing. 

Ryukyu Islands (Okinawa)- Reverted to f ^^ \ 
15, 1972. Japanese patent law extends to this .in. 

Salvador-Invention patents valid up t" I' 1 
after grant, jenewable 5 years in exceptional L .i , 
publication (except in foreign patent diu.ti?m r. 
public use anywhere prejudicial. No novcltv i" 
tion. Patent can be applied for based on kuvL-n \ 
if no other publication occurred. Opposition \\,\ 
days. No working or conipulsoiy licensing prnM.i - 
non work ing may constitute giounds for exprn|-ini. 
patent. Patent maikings on products are compul^' 

Western Samoa-Two types of patent rij-ln- 
able. Invention patents based on applications til 
Western Samoa valid 16 yeais from grant. "< emu 
patent registration" based on foreign patent, ln-u: 
shortest term of all corresponding foreign pau-ni - 1 
must be filed williin 2 years of foreign p.ium , 
Priority dates given to New Zealand applicdln.iM : 
on New Zealand patents. Opposition period \ m 
' No working or licensing provisions. 

San Marino-Industrial pioperty rights ut-Lii 
Italy applicable. 

Saudi Arabia-No patent law. Can puMni, 
tionary ownership notice of foreign patyiu it 
"Official Ga2ette" or newspaper for such rights tin 
offer in seeking couit action against infringes. 

Sierra Leone-Patents only obtainable us 
mation of U.K. patents. Request must be nuuV wit 
years of U.K. patent grant date. 

Singapore-Patents only obtainable as a mini 
of U.K. patents, Requests must be made wulnu * 
of U.K. patent grant. 
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Somali-Foi "Northern Terntory," tornier British 
Somahland, patents only obtainable as confii (nation of 
U.K. patents. Request must be made within 3 years of 
U K. patent grant. In "Southern Region," formerly 
Kalian territory, patents granted for 15 years Prior 
knowledge uf invention in country piejudieiai. 

South Africa Patents valid 16 yeais attei applica- 
tion, renewable up to 10 years. Pnoi public knowledge, 
use, or working in South Africa, or publication any- 
where prejudicial. No novelty examination Opposition 
period 3 months. Compulsory licensing possible 3 years 
after grant or 4 years after application, whichever is 
later, if inadequately worked, if needed to work another 
patent, 01 for foods, plants, 01 medicines. Impoitation 
does not constitute working. Patent registration should 
be marked on product. 

Spain -Invention patents valid 20 years alter grant. 
Patents of importation valid 10 yeais and may be 
applied for by anyone. Recent public knowledge 01 
working in Spam prejudicial for import patents, any- 
where for other patents. No novelty examination No 
opposition provision. Compulsory licensing required 3 
yeais after grant if not woiked. Importation patents 
must be worked annually to remain in force. 

Sri Lanka Patents valid 14 yeais aftei application, 
renewable m exceptional cases 7 or 14 years; confirma- 
tion of U.K. patent coterminous with original. Prior use 
or publication in Sri Lanka prejudicial. Novelty exami- 
nation. Opposition peiiod 3 months. Compulsory li- 
censing or revocation possible 3 years after application, 
if inadequately worked. 

Sudan -No patent taw, Can publish caiilionaiy 
ownership notice of foteign patent in local "Official 
Ga/.etle" for such lights this may offei in seeking court 
action against infringers. 

Swaziland Conf 11 mation patents based on prior 
registration in Union of South Afuca. U.K. patents 
automatically in force. 

Sweden Invention patents valid 17 years after 
application, Prioi publication or public use anywhere 
prejudicial. Novelty examination. Opposition period 3 
months. Compulsoiy licensing possible 3 years after 
giant 01 4 years after application, if inadequately 
worked, 01 if needed to supplement an earlier patent. 

Switzerland-Invention patents valid 18 years after 
application. Prioi public knowledge in Switzerland 01 
published disclosure anywhere prejudicial. Textile and 
time piece inventions subject to novelty examination 
Opposition period 3 months. Compulsory licensing 
possible 3 years after giant, if inadequately worked, 01 if 
needed to woik another patent. Patenting in United 
States satisfies working requirement. 

Syria-Invention patents valid 15 yeais after applica- 
tion. Prior public knowledge anywhere prejudicial. No 
novelty examination. No opposition provisions. Woik ing 
required 2 years after grant. No compulsory licensing 
piovision. 



Tanzania~(Consisls ot former Tanganyika and Zan- 
zibar areas; now joined as independent State, former 
sepaiate laws tor each aiea still in effect). In former 
Tanganyika, con fu mat ion of U.K. patents only for term 
of U K. patent, application foi confnmalion patent must 
be made within 3 years of U.K.. patent grant. In former 
Zanzibar, same situation prevails, except that registra- 
tion in that area can be invalidated! by manufacture, use 
t nd sale of invention subject-matter before priority date 
of U.K. patent. 

Thailand-No patent law. Can inform U S Embassy 
in Bangkok and advertise in local newspapers patents 
owned abioad to establish prior use should law be 
enacted recognizing such use. 

Trinidad and Tobago-Invention patents valid 14 
years after grant, renewable for 7 years. Prior public use 
in Trinidad or Tobago prejudicial. No novelty examina- 
tion or opposition. Compulsoiy licensing possible. 

Tunisia-Invention patents valid up to 20 years after 
application. Prior publication, public knowledge, 01 
public use anywhere prejudicial. No novelty examina- 
tion. Opposition period 2 months. Working required 3 
years aftei grant (2 years for non-Pans Union nationals), 
not to be interrupted for any 2-year period. Importation 
not considered working, could invalidate patent. No 
compulsory licensing provision. 

Turkey-Patents valid up to 15 yeais after appli- 
cation, patents of importation granted co-teiminoiis 
with basic foreign patents. Prior publication anywhere 
prejudicial. No novelty examination. No opposition 
provision. Compulsory licensing possible 3 years after 
grant, if inadequately worked 01 if working interrupted 
for any 2-yeai period. 

Uganda-Patents only obtainable as confirmation of 
U.K. patents. Request must be made within 3 yeais of 
U.K. patent giant date. 

United Arab Emirates-See Oman, Qatar 

USSR Soviet law provides foi granting of either 
patents or inventors' certificates for new inventions. 
Patents are granted of 15 years' duration after applica- 
tion, inventors' certificates have unlimited duration. Full 
examination is made for novelty and usefulness, based 
on prior Soviet and foreign patents and publications and 
prior Soviet inventors' certificates. No opposition pro- 
vision for patents, but annulment always possible. No 
working provision. Compulsory licensing possible. 

United Arab Republic (Egypt)-Invention patents 
valid 15 years after application, renewable 5 years, food 
and drug process patents valid EO years. Public use or 
publication in Egypt prejudicial. No novelty examina- 
tion. Opposition period 2 months. Compulsory licensing 
possible 3 years after grant if inadequately worked, if 
working interrupted for any 2-year period, or if needed 
to work another invention. Revocation possible 2 years 
aftei first compulsory license. 

United Kingdom-Invention patents valid 16 years 

after application, renewable 5 or 10 years where 
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inadequately remunerated. Prior public disclosure in the 
United Kingdom, or in foreign patent specifications 
available in the United Kingdom, prejudicial. Novelty 
examination. Opposition period 3 months Compulsoiy 
licensing possible 3 years after grant, if inadequately 
worked. Revocation possible 2 years after first com- 
pulsory license. 

Certain newly independent countries in the British 
Commonwealth have already established or are in the 
process of developing their own national patent codes. 
In the meantime, such countries continue to use 
pre -independence procedures and facilities in providing 
patent protection within their respective territories. 
These countries, as well as those of the British Common- 
wealth that now have separate patent laws, are covered 
separately and alphabetically in this article. Generally, in 
such countries the only patent protection available is by 
means of the registered confirmation of a U K. patent 
which must take place within 3 years of the original 
U.K. grant. 

Uruguay-Invention and related improvement pa- 
tents valid 15 years after grant; revaluation patents 
granted for unexpired term of foreign patents but not to 
exceed 15 years; must be applied for within 3 years of 
basic patent. Prior public knowledge anywhere pre- 
judicial. Novelty examination. Opposition period 20 
days. Compulsory licensing possible 3 years after grant, 
if not worked. Importation or nominal working does not 
constitute working, 

Venezuela-Invention and improvement patents is- 
sued for 5 or 10 years after grant at owner's request. 
Revaluation patents (based on prior foreign filing) 
co-tennmous with basic patents issued up to 10 years. 
Patents of introduction available to non-owner of 
foreign patent; are granted for a 5-year term, but do not 
protect against imports. Publication in Venezuela or 
public knowledge anywhere prejudicial for invention and 
improvement patents. Prior public knowledge in Ven- 
ezuela prejudicial for introduction and revaluation 
patents. Novelty examination for invention and improve- 
ment patents. Opposition period 60 days. Working for 
all patents must be effected 2 years after giant 
Thereafter, working must continue for 2 consecutive 



years for 1 year patent and 1 year for 5 > c.ir v 
Exploitation in Venezuela in ben ol in.i 
constitutes working for invention, impnr.u.i 
revaluation patents. Introduction p.iU-nt . ' 
worked by local manufacturer. No conipuK"i 
provision. Failure to meet working require , 
result in revocation. Patent registration iini'if I 1 
on pioduct. Not member of Pans Union hiif 
foreign patent has priority light to obl.im \^ 
patent if he applies within 12 months oi Icr i ' 
grant. 



Yemen-Yemen Aiab Republic 
dom of Yemen) has no patent law Caution, in. 
local newspaper may be recognized in IDCJ! t'-n- 

People's Democratic Republic of YeirK'h 
Aden) grants patents only as confirni.iti"ii 
patents, to be applied foi within 3 years ol 1 ' ( 

Yugoslavia-Patents valid 15 years after ,ip| 
publication. Publication or description ain.^1 
sale, use, or display in Yugoslavia prejmliu.t 
examination. Opposition period 3 months. ( " 
licensing possible 3 years after grant if tiu-t 
worked, if working intenupted for any 3-ye.ir p. 
if needed to work another patent. RevoLJlmn i>. 
years after first compulsory license, 

Zaire (Khisliasa)-Invenlion patents v.ilui ' 
after application and importation patents u>-u: 
with basic foreign patents. Piior patent or j",ii 
anywhere (except for import patents} or puhli 
the Zaire prejudicial No novelty examination 
tion, compulsory licensing or working provisn MI 

Zambia-Patent pieviously registered in nhl 
tion of Rhodesia and Nyasaland in force in / U 
remainder of unexpned teim. Patents vjlitl I 
after application. Printed publication anywliuu ,. 
knowledge or use of invention in Zambia pa-nul- 
novelty examination. Opposition period 3 nmntl 
advertisement of acceptance of patent spent i 
Compulsory licensing possible 3 months atu-r f . 
grace period on patents relating to food ur nu'du, 
inadequately worked. 
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ANNEX A 
Member Countries of the Industrial Property Unions as on January 1, 1975 

I 
International Union for the Protection of Industrial Property (Paris Union) * 

founded by the Paris Convention (1883), revised at Brussels (1900), Washington (1911), The Hague (1925), London (1934), 

Lishon (1958), and Stockholm (1967) 



Member Country ** 



Class SlnrlliiR'dali' of membership 
chosen in the Union 



Latest \c| b) isliicb the Country IB bourn] 
anil date from which it is bonml 



Algeria ' 
Argentina 3 
Australia ' 3 



VI 
HI 
III 



Manh 1, 1066 . 
February 10, 1967 
October 10, 1925 



Aufltrin . . IV January 1, 1909 

Belgium Ill July 7, 1884 

BRAZIL - - -Ill JULY 7, 1684 . . . 

Diilgnriii V June 13, 1921 . . 

Cameroon ' ' VII May 10, 1964 . . 

Canada 1 II June 12, 1925 . . 

Central African Republic 1 . VI November 19, 1963 

Chad > VII November 19, 1963 

Congo 1 ' 2 VII September 2, 1963 . 

Cuba VI November 17, 1904 

Cynius , VI January 17, 1966 

/ echo s!ovnhm IV October 5, 1919 . 

Dahomey ' VII January 10, 1967 . 

Denmark 1 IV October 1, 1894 

I10MINK.AN UEI'IlllLIC .... VI JULY 11, 1890 . . 

Egypt VI July 1, 1951 . . 

Finland IV September 20, 1921 

France*' K I July 7. 188-1 . . . 

Gabon** . . VII Febtuary 29, 1964 

German Democratic Republic . . Ill May 1, 1903 " . . 

Gormnny, Federal Republic of . I May 1,1903 . . 

Greece 2 V October 2, 1924 . . 

Haiti VI July 1, 1958 . 

Holy See 2 VI September 29, 1960 

Hungary V Jnntiary 1, 1909 

Iceland VI May 5, 1962 . . . 

Indonesia ' IV December 24, 1950 

Iran IV December 16, 1959 

Ireland IV December 4, 1925 . 

laracl' V .March 24, 1950 . 



Italy* I 

Ivory Const ' VII 

Japan l ...,.... I 

Jordan 1 VII 

Kenya VI 

Lebanon VI 



July 7, 1884 . , . 
October 23, 1963 . 
July l.">, 1899 . 
July 17, 1972 . . 
June 14, 1965 
September 1, 1924 . 



Lisbon: March 1, 1966 

Lisbon: February 10, 1967 

London: June 2, 1958 

Stockholm: August 25, 1972 4 (administration} ff 

Stockholm: August 18, 1973 

Stockholm: February 12,1975 

THE HAGUE! OCTOBER 26, 1929 
STOCKHOLM. MAIICH 21, 1975* ( at! m mis Ira hou) ft 
Stockholm: May 19 or 27, 1970 5 (substance) t 
May 27, 1970 (administration) tt 
Lisbon: May 10, 1964 
London: July 30, 1951 
Stockholm: July 7, 1970* (administration) tt 

Lisbon: November 19, 1963 
Stockholm: September 26, 1970 
Lisbon: September 2, 1963 
Stockholm: April 8, 1975 
Lisbon: January 17, 1966 
Stockholm: December 29, 1970 
Stockholm: March 12, 1975 

Stockholm ': April 26 or May 19, 1970 (siibsiancc)T 
April 26, 1970 (administration) tt 

THE HAGUEs APRIL G, 1951 

Stockholm: March 6, 1975- 

London: May 30, 1953 

Stockholm: September 15, 1970 4 (adminislralion)tt 

Lisbon; January 4, 1962 

Lisbon: February 29, 1961 

Stockholm: April 26 or May 19, 1970 s (substance) f 

April 26, 1970 (administration) ft 
Stockholm: September 19, 1970 
London: November 27, 1953 
Lisbon: January 4, 1962 
London: September 29, 1960 
Stockholm: April 26 or May 19,1970 s (substancc)t 

April 26, 1970 (administration) tt 

London: May 5, 1962 

London: December 24, 1950 

Lisbon: January 4, 1962 

Stockholm: April 26 or May 19,1970" (aiibstance)t 

April 26, 1970 (administration) tt 
Stockholm: April 26 or May 19,1970 s (substance)! 

April 26, 1970 (administration) tt 

Lisbon: December 29, 1968 
Stockholm: May 4, 1974 
Lisbon: August 21, 1965 
Stockholm: July 17, 1972 
Stockholm: October 26, 1971 
London: September 30. 1947 



41 



Mcmler Country *' 



Class Slsrling-Jalc of membership 
chosen in I In' Union 



Latest Art 1)\ which tin- Country is humid 
mill dale from which it la lion ml 



Liechtenstein 


VII 


July 14, 1933 . . 


Luxembourg 


VI 


June 30, 1922 


Madagascar ' 


VII 


December 21, 1963 . . . 


Mahnvi 10 


. VII 


July 6, 1964 .... 


Malta* . , , 


. VII 


October 20, 1967 


Mauritania ' E 


. VII 


April 11, 1965 . . 


Mexico : . . 


, IV 


September 7, 1903 


Monaco- . . . 


VII 


April 29, 1956 . 


Morocco . . . . . 


VI 


July 30, 1917 . . . 


Netherlands" . 


III 


July 7, 1884 . 


New Zealand ' . , . 


V 


July 29, 1931 


Niger ' . . 


VII 


July 5, 1964 . . 


Nigeria 


VI 


September 2, 1963 


Norway 


. IV 


July 1, 1885 ... 


Philippines 


. VI 


September 27, 1965 


Poland 


III 


November 10, 1919 . . 


Portugal 2 ' '* . . 


. IV 


July 7, 1884 .... 


Republic of Viet-Nam ' . 


VI 


December 8, 1956 . 


Romania ... 


. IV 


October 6, 1920 . 


San Marino . 


VI 


March 4, 1960 .... 


Senegal ' 


VII 


December 21, 1963 . . 


South Africa 


. IV 


December 1, 1947 


Southern Rhodesia 10 . . . . 


. VI 


April f>, J965 . . . 


Soviet Union 


. I 


July 1, 1965 


Spain . ... . . , 


IV 


July 7, 1884 


Sri Lanka ' . 


VI 


December 29, 1952 . . 


Swi-den . . . . 


. Ill 


July 1, 1885 


Switzerland 


. Ill 


July 7 1884 


Syrian Arab Republic 1 . . 


VII 


September 1, 1924 . . . 


Togo 1 '* .... 


VII 


September 10, 1967 . , 


Trinidad and Tobago ' . . 


. VI 


August 1, 1964 


Tunisia 2 ... . . . 


VI 


July 7, 1884 


Turkey * ... . . 


A ; I 


October 10 1925 


Uganda 


VII 


June 14, 1965 . . . . 


United Kingdom l3 , . 


. I 


July 7, 1884 . . . 


United Republic of Tanzania ' . 


VI 


June 16, 1963 . . 


United States of America M 


. I 


May 30, 1887 . . . . 


Upper Volta ' - , . 


. VII 


November 19, 1963 . . 


Uruguay 2 


. VI 


Mnrrh 1R T)ft7 


Yugoslavia . . . . . , 


IV 


mill i,n JUj J.y\Ji t . , , 

February 26 1921 . 








Zaire ... . , 


. . VI 


January 31, 1975 . . 


Zambia lo 


VI 


Anril ft. WfiZ . 



Stockholm: May 25, 1972 

Stockholm: March 24, 1975 

Stockholm: April 10, 1972 

Stockholm: June 25, 1970 

Liibon: October 20, 1967 

Lisbon: April 11, 1965 

Lisbon: May 10, 1964 

Lisbon: January 4, 1962 

Stockholm: August 6, 1971 

Stockholm! Janiinry 10, 1975 

London. July 14, 1946 

Stockholm: anarch 6, 1975 

Lisbon- September 2, 1963 

Stockholm: June 13, 1974 

Lisbon: September 27, 1965 

Stockholm: March 24, 1975 

London: November 7, 1949 

London: December 8, 1956 

Stockholm: April 26 or May 19, 1970 B (substance)! 

April 26, 1970 (administration) ft 
London: March 4, 1960 
Stockholm: April 26 or May 19, 1970 5 (mibstance)t 

April 26, 1970 (administration) ft 
Stockholm: March 24, 1975 
Lisbon April 6, 1965 
Stockholm: April 26 or May 19, 1970 6 (aubstance)t 

April 26, 1970 (administration) tt 
Stockholm: April 14, 1972 
London: December 29, 1952 
Stockholm: October 9, 1970 (substance)! 

April 26, 1970 (administration) It 

Stockholm: April 26 or May 19,1970 s (substance)! 
April 26, 1970 (administration) tt 

London: September 30, 1947 

Lisbon; September 10, 1967 

Lisbon: August 1, 1964 

London: October 4, 1942 

London: June 27, 1957 

Stockholm: October 20, 1973 

Stockholm: April 26 or May 19,1970 s (substance)! 

April 26, 1970 (administration) t! 
Lisbon; June 16, 1963 
Stockholm: August 25, 1973 (substance) f 

September 5, 1970 (administration) ft 
Lisbon; November 19, 1963 
Lisbon: March 18, 1967 
Stockholm: October 16, 1973 
Stockholm: January 31, 1975 
Lisbon: April 6, 1965 



(Total: 81 countries) 
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'This list includes all the entities to which the Convention lisa been declared applicable It does not imply any Expression of opinion na to i3ic 

legal stains of nny country or territory or of Us autlionties 
** Explanation of tjpc- 

Heavy type! countries which have accepted the Stockholm Act (1907) in its entirety 

Italia- countries which have accepted the Lisbon Act (1958) and countries which have accepted the Lisbon Act and the Stockholm Acl 

(1907) except Articles 1 to 12 of the latter 
Ordinary type; countrieB which have accepted the London Acl (1931) nnd countries which have accepted the London Acl and the Stockhofro 

AIM (1967) except Articles 1 lo 12 of the laller 

CAPITAL LKTTLIIS riiuiilrj ninth has .icteplid the Iljguc Acl (19>;i) nnd country winch baa ancplcil ihc Hap in- Ul ami lln> hloi k 
holm Ail (IWi?) i-xi t [it Articles 1 lo 12 of thi> laller 

f " Subatanco " means Articles 1 to 12 and, unless the date under " administration " is earlier, Articles 10 to 30 

ft " Administration " means Articles 13 to 17 nnd. unless the date under "substance" is earlier or where there IB no entry "substance," Articles 
10 to 30, 

With (hi 1 di'i Illinium provided for in \rlnle 2!t(J) 

I The Convention wan previously applied, as from the dates indicated, on the territories of what arc now the following countrieB Australia 
(August 5, 1907), Canada (September 1, 1923), Indonesia (Ooloher 1, 11188), Israel (September 12, 1933), Jordan (Cis Jordan only, September 12, 
1933), Ni-w Zealand (September 7, 1!)91), Sri Lanka (June 10, 1905), Trinidad nnd Tobago (May 14, 1908), U It of Tanzania (Tanganyika 
only, January 1, 1938). The Convention wns previously applied, from i^nous dates, on ibc territories of ivbat arc now the following countries. 
Algeria, Cameroon, Central African Itcpublic, Chad, Congo, Dabomuv, Gabon, Ivory Coast, Madagascar, Mauritania, Niger, Republic of Viet- 
Ham, Senegal, Togo, Upper Volta 

- This cininlr) linn deposited the notificdtmn pnnnli d undei Article 30(J) of llic Stoikbolm \ct (1967) !l may thus exi true tin- rijjlils pruuded 
for in ArlulcH 13 lo 17 uf llu> Acl as if il were bound In lliosc jrliclca It is tuiiiuliTi d 11 nil-ruin r uf 'lie Asm mbh Thcsi- tivo imulegi'S expire 
mi April 26, 1975 

' Australia i xtciidi d the ii|ipl](nticin f tin- ILigue Act (l'J2,'j) lu Now Guinea .mil Papua uilh I'Ffcct From I'Ylmiarj 12, 19,11, and to Norfolk 
Island 11 n (I NIIIIMI wilb cffeil from Jiilv 2'). 19.16 \nslrnlia extended tin- application of the I inidoii \i t (19il) ID New Guima, Norfolk Island 
and I' n | mil with i'ffi'i'1 fioin February r i, I960, 

* Acceptance excluding Articles 1 lo 12 

s These are the alternative dates of entry into force which the Director General of WIPO communicated lo the Slates concerned, 

' Including the Faroe Islands 

' Denmark i>\li-nilcil the application of ibo Stockholm Acl (1967) lo lln. Faroe Islands with rffict from August 6, 1971 

8 Including the Dcpnrlnienls of Guadeloupe, Guyanc, Martinique and Reunion and all Overseas Territories, 

9 Date on which ihc ndhesion of the German Empire took effect. 

10 Tin' I'Vdcnilion of Kliodi-nia anil iNyasaliind, a m-iiii-auloiionioiis ntcrnbcr of tin- Commonwealth, jn-i-dcd lo llie I.oriduii Acl (1931) as from 
April I, 1'Jiiit Tin- Cini\i-iiti(iii lontiniifd lo IK applied to M.ilnisi (N) asaland) and lo /ambia (iNorllicrn Hliodtsi.i) as a result of declarations 
uf i-onliniuU and iiiilniineiits of niLcssiun di-positi-d with tin- Siss Cunfpilt-ration, tlir ilrpoailary of the Lisbon \i I (19 r iil) Throitpli ^lW 
inti rinuliaiv f I In I'.niliass> of tin- Uniled kniHiloin, d dcdar.iiniii of conliiinil* and nil iiiilruincnt of .irct-ssion were dcposiled In tbc Co^- 
i-rilini-nt of Smilhcrn Itlioilvaiu with tin- Swiss Ccmfcdi-r.ilioii, \shich on Miinli 6, 196T), notified (Ins di posit ami thai I In nciessnm uimld tak< 

i ffcrl on Anitl d. 196") Tins noufuiiliun (i.ivi- risi- lo a luinmiimditioii uf March .)(), 161, from the dovi-riiitii-til of C.nm ruon By ils roni- 
iiriini'iilXMi of Di-iemln-r 6, t'JCll, ibc UoicrniiKiit of the Umlcd kingdom rc([iH"ilid the International Diiri-an to transmit in tbc future all 
io|uiiii]iiiintioiifl inlendi'd for the Hhodesiaii .iulhiirilifs to the Govi niii'nl of the Llniled kiii|tJoiii 

II The Nelherlands i-tU nded lo 1'uriii.uo and .Surinam llu- ,i[i|iliuitn>!i of ibe Conv.nlion uilh (ffi-cl from JnU 1, 1IWO, and of llie I.omlun Art 
(19,11) uilh effect from August ^. l'JI The niHhui.H nt of nilifiiatiiin of I hi- blorkliulin Acl (1907) was deposited fi>r Itu- kiiigiluin HI Euro|ie, 
Surinam and tin Neilierliinds Aiitillis 

'- IniliidniK the \/oiiHnnd Madeira 

11 Tin- United Kiniiilom extended ihc applii ation of tin- Lisbon At I (19511) lo the Bahamas with i ffeet fioin Oclnln-r 20. I')ri7 

II The United Stnteh of \meinn exlund.-d llie appln ation uf tin Liabuii At I (19111) lo Vinrni ,111 Sumoii, (,nani, I'm rlo ]tno and Virgin Islands 
with effdt from Julj 7, 1961, nnd has cxlcnded llie applitalion of llie Stockholm Ait (1967) Hi all lemturn s ,in<l uu^st-ssmiib of tlie IfmU-il 
Slnli-H, intliidinn Ibe Coininoiiweiillh of Pin rto Hu-o, ,ia from \uunsl 2.1, 197.1 
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By JOSEPH M. L1GHTMAN 
Foreign Business Practices Division 



U.S exporters generally regard adequate trademark 
protection abroad for their goods and services as 
essential to development of foreign markets. A trade- 
mark provides important identification for a firm's 
products and services an foreign markets as it does in the 
United States and also serves as the foca! point around 
which that firm can develop its advertising and sales 
promotion campaigns. The mark also symbolizes to the 
buying public the goodwill, quality standards and 
reputation inherent in the firm's products and services. 

The United States adheres to several treaties under 
which exporters and other businessmen are entitled to 
receive, in about 95 countries, the same treatment under 
trademark laws as those countries extend to their 
own nationals (national treatment). However, the United 
States is not a party to any agreement whereby a U.S. 
trademark registration is automatically recognized and 
protected in a foreign country or vice versa. While U.S. 
nationals have rights to apply for and receive trademark 
registrations in countries with, which the United States 
has treaty arrangements, they must, nevertheless, pro- 
ceed under the laws of each country to obtain these 
rights. 

The basic multilateral agreement on trademark 
rights to which the United States is a party is the Pans 
Union International Convention for the Protection of 
Industrial Property, to which about 80 other countries 
have also adhered (see Annex A on page 41). The United 
States also adfieres to the General International Conven- 
tion for Trademark and Commercial Protection of 1929, 
to which nine other Western Hemisphere countries are 
party (see box on page 54). 

All of these conventions embody the national 
treatment principle, as well as certain special advantages 
for the U.S. businessman seeking trademark protection 
abroad. Such rights include a 6 months "right of 
priority" which is created by tiling a first trademark 
application in the United States or another inembei 
country, followed by the filing of a corresponding 
application in any other convention country within the 
next 6 months. The effect is to give the second-filed case 
the same status as if filed on the same date as the first. 

Also, under a Paris Union Convention Revision 

'dopted in 1958, a U.S. national may register his 

\demark in any country adhering to that Revision 

-ut 52), if it is otherwise a proper application, 

out the need of a prior registration of the same 

. in the United States. The new revision also 



strengthens protection for marks for services, as well as 
those for goods. 

The United States has also concluded a number of 
bilateral arrangements with members of the above 
Conventions, and other countries, under which U.S. 
citizens receive national treatment and other protection 
against discriminatory practices in acquiring and main- 
taining trademark rights. 

There are several international agreements in effect 
under which trademark applications can be filed with a 
central source for protection in a number of countries. 
The United States is not a party to such agreements. 
However, it is desirable for a firm seeking trademark 
protection abroad to have its attorney deteimme the 
circumstances under which a U.S firm may use these 
central filing procedures. Regionally, such agreements 
currently in effect are the African and Malagasy Indus- 
trial Property Agreement (Union) and the Benelux 
Trademark Convention (see summaries). 

The Madrid Agreement Concerning The Inter- 
national Registration of Trademarks, which is organized 
on an international basis as distinct from a regional basis, 
is adhered to by 23 countries. Under its provisions, a 
trademark first registered nationally in a membei coun- 
try can be applied for by the owner in the other 22 
countries through a single filing with the World Intellec- 
tual Property Organization (WIPO) Central Bureau in 
Geneva. The Bureau, upon receipt of the application, 
distributes it to the othei member countries for pro- 
cessing and, if qualified, registration by each in accord- 
ance with its own laws. Countries have a right to refuse 
protection within I year from the date of publication of 
the international mark. Under the original Agreement 
text, such registrations were always dependent on the 
prior home registration; if the latter was ever cancelled, 
those in the other countries became invalid. Under a text 
adopted at Nice in 1957, dependence of subsequent 
registrations on the prior home legistration is limited to 
a period of 5 years. Aftei that time, such marks may no 
longer be terminated by a single action directed against 
the prior home mark. , 

In June 1973, the U.S. participated in a negotiating 
conference which adopted a new Trademark Regislia- 
tion Treaty (TRT), pioviding for simplified central filing 
procedures while containing some basic proceduial 
differences fiom the Madrid Agreement. The TRT 
provides that for a single fee, a trademaik application 
can be filed with the WIPO Central Bureau in Geneva. 
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Unlike filings undei Ihe Madiid Agtecmcnl, the appli- 
CJint will not need a piior home legistration. The filing 
of a TRT application will have the effect of u filing m 
each countiy designated theieon by the applicant. The 
mark, ai'lei filing, will then be published and circulated 
by W1PO to membei countiies whereupon each country 
designated by the applicant has 15 months within which 
to icfuse legislation undei its national law. if no timely 
refusal is indicated by a designated member country, the 
maik is deemed legisleicd theie. No member country 
will be able to lefuse a inaik on giounds of non-use, nor 
cancel it on such gi omuls for at least 3 years after its 
registiation. The TRT will come into effect when five 
con nines have ratified it, and the U.S. will have to 
amend its Tiademaik Law so an to provide foi registra- 
tion of maiks prior to use, if it desires to adheie. 

Pioinpl rugisliallon of tiademaiks is advantageous 
for U.S. cxpoiteis in those countries where they intend 
to do business and wheie theii products may be 
maiketed by others. In most countues, trademark 
applicants aie not lequued to piesent evidence of use of 
a murk pnoi to legislation. This is diffeienl fiom the 
US. .system wheie a mark must be used in older to 
acquue legally lecognizeci owneiship nglits. 

In many countiies, the first peison to apply for and 
jicqune legistiation of a matk is recognized as its lightful 
owiiei. In the Uiitish Commonwealth eon nines and 
ceilain others, Ihe applicant must either show use, or 
specify intended use; in which case the maik must be 
used within a certain period aftei registration. 

Geneially, in civil law countries such as France, the 
first applicant is entitled to regisliation and protection 
of a maik regardless of whether it may have been 
previously used by anothci party. In these countries 
which have no piior use requirements, registiation of 
marks owned in the United States are sometimes 
acquired by poisons without authority of the U.S. 
owner. Such poisons then use these registrations to 
prevent the owncis of the trademark rights in the United 
States fiom impelling then goods, or to compel them to 
license Ihe marks lo the registrants, 01 to employ the 
latter as local distributors in order to do business in theii 
countries, 

Unlike patents, trademark legist rat ions can be re- 
newed indefinitely. Then initial duration and renewal 
periods vary fiom country to country. In countries with 
laws patterned on the British system, it is usually 7 
years, lenewable foi 7 to 14 yeais thereafter. In most 
other countries, it is 10 to 20 yeais. Most countries 
require a tiademaik to be used within a specified period 
after its registration, otheiwlse it is subject to cancella- 
tion. 

Vanous countries, primarily those in the British 
Commonwealth, have a "Registered User" requirement 
in theii tiademaik laws undei which certain details of a 
trademark license must be recorded with the govern- 
ment. This lecoidalion requirement enables licensor 
enforcement over a licensee's trademarked products, to 
ensure thai they maintain the same specifications and 
quality standards as those of the licensor. In other 
countries, the license agreement itself must be registered 
with Ihe government to be enforceable. 



The most widely used trademark classification 
system is that currently established under the Arrange- 
ment of Nice Concerning the International Classification 
of Goods and Services to Which Trade Marks Apply, 
adopted June 15, 1957, It consists of 34 product and 8 
service classes. The system is used by the United Stales 
and about 60 other countries. 

For more detailed data on step-by-step procedures 
to be followed m protecting their trademark rights 
abroad, expoiters should seek advice and assistance from 
competent legal counsel relative to the countries where 
they desire to do business. 

Summaries of trademark laws throughout the world 
follow 

Afghanistan-Registrations valid 10 years from ap- 
plication filing date, renewable for similar periods. First 
applicant entitled to registration. Prior user may contest 
legistration within 3 years. After 3 years, no claims 
against valid registration heard by Commercial Court. No 
use requirement unless ordered by government. 

Africa and Malagasy Union-Members of Union and 
parties to Accord for the Creation of an African and 
Malagasy Industrial Property Office (OAMPI) are Came- 
roon, Central African Republic, Chad, Congo (Brazza- 
ville), Dahomey, Gabon, Ivory Coast, Malagasy Repub- 
lic, Mauritania, Niger, Senegal, Togo and Upper Volta. 
Accord applies to trademarks as well as patents and 
industrial designs; establishes common system for of- 
feung protection in member countries through filing 
with Central Office, Yaounde, Cameroon. 

Trademark application filed with, and registration 
granted by, Central Office has protection of national law 
in eacli member country, valid for 20 years from date of 
deposit (filing date). Renewable for indefinite periods 
No examination or opposition. Registration incon- 
testable on prior user grounds after 3 years. Mark must 
be registered to be recognized as owner's property right 
in member countries. Marks registered by Central Office 
may be annulled by Civil Tribunals of member countries 
in their territories, if such marks found to be contrary to 
public order, lacking distinctness, or liable to public 
deception. Transfers and assignments must be entered 
with the special Central Office Register to be enforce- 
able. 

Albania-Registrations valid 10 years from applica- 
tion date, renewable like periods. First applicant, as user, 
entitled registration. Applications examined, no opposi- 
tion provisions. Prior home registration requned for 
foreign marks to be accepted for registration. Duration 
of foreign mark registration cannot exceed prior home 
registration. 

Algeria -Registrations valid 10 years from applica- 
tion filing date, renewable for like periods. Registrations 
m force July 3, 1962 valid to 15 years, provided 
registrant made "continuous use" request before Dec. 
24, 1966. First applicant entitled to registration. No 
examination or opposition proceedings. Immediate pub- 
lication after registration. Mark must be used within 1 
year of registration Requests for cancellation on 
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grounds of confusion or conflict with another's mark 
permissible within 5 years of contested registration's 
date. 

Argentina- Registrations valid 10 years from regis- 
tration date; renewable for similar periods. First appli- 
cant is entitled to registration. Applications examined, 
published for opposition, which must be made within 30 
days. Cancellation action on contention registration 
contrary Eo law must be brought within 10 years of 
registration date; no time limit for bnnging cancellation 
action on prior rights grounds, No use requirement 
except as ordered by government. 

Australia Registrations valid 7 years from applica- 
tion filing date; renewable 14 year periods. Fust 
applicant, as user or intended user, entitled registration. 
Trademark registrable Part A, must distinguish appli- 
cant's goods from others. After 7 years, mark becomes 
incontestable on most grounds. Trademark registrable 
Part B need not be distinctive but capable, in use, of 
becoming distinctive. Part B registration has no incon- 
testability rights after 7 years validity, as does Part A. 
Certification marks xegistrable Part C. Defensive marks, 
if already registered Part A, registrable Part D. Applica- 
tions examined, published opposition, 3 months, Mark 
can be cancelled upon proof registered without intent to 
use or, if no bona fide use within 3 years after 
registration. "Registered User" provisions. Australian 
Trade Marks Act extends to Norfolk Island, Papua and 
New Guinea territories. 

Austria Registrations valid 10 years from applica- 
tion date, renewable like periods. First applicant entitled 
registration. Applications examined, no opposition pro- 
visions. Prior user claimant can seek cancellation within 
5 years from registration date. No use requirement. 

Bahrein-Trademark registrable (1) if registered in 
United Kingdom or (2) if to be used as local trademark 
in manufacture or sale goods in Persian Gulf States of 
Bahrein, Kuwait, Qatar, Muscat and Oman, and Trucial 
States. Registrations based on corresponding U.K. regis- 
trations are for 5 years from registration date in Bahrein. 
Local trademark registration duration is 7 years from 
application filing date, renewable (or 15-year periods, 
Foreign trademarks not registered in United Kingdom 
are not registrable. 

Barbados-Registrations valid 7 years, renewable for 

14 years. Person claiming ownership of mark, as first 
user or intended user, may apply for registration. One 
month opposition period. No use requirement. 

Bangladesh (Formerly East Pakistan) Trademark 

registered in Pakistan before March 26, 1971, invalidated 
Bangladesh. Revaluation such marks obtainable only if 
applied for before September 13, 1974. Revaluations 
retroactive to registration date in Pakistan for period 
originally granted under Pakistan law. Applications 
pending in Pakistan March 26, 1971, not valid Bangla- 
desh. New applications must be filed in Chittagong. Text 
of Pakistan law has been adopted. 

Belgium-See Benelux. 



Benelux-Benelux Trademarks Treaty and Uniform 
Trademark Law, effective January 1, 1971. Establishes 
Benelux Trademaiks Office at The Hague covering 
Belgium, Netherlands, and Luxembourg. Registration 
effective all three countries only on basis single applica- 
tion Not possible file for, or secure, registration any 
separate country. Registrations valid 10 years from 
application date, renewable like periods. First applica- 
tion entitled registration. No examination or opposition 
provisions. Registration effected, if application meets 
formal requirements. Registrations must be used within 
3 years of issue or during uninterrupted 5-year period. 

Bolivia-Registrations valid 10 years fiom registra- 
tion date, renewable for similar periods. First applicant 
entitled to registration. Applications published for oppo- 
sition within 50 days. Right of ownership becomes 
conclusive after registration is valid for IS months. No 
use requirement, except for pharmaceutical and chemi- 
cal products. 

Botswana Registration possible on basis of prior 
registration in South Africa or United Kingdom; valid 
for unexpired term of prior registration. Renewable with 
home registration. No examination, opposition. 

Brazil Registrations valid 10 years from issue date, 
renewable like periods. Fiist applicant entitled to regis- 
tration. Applications examined, published 60 days oppo- 
sition. Mark must be used within 2 years and not 
discontinued for more than 2 consecutive years. Mark 
registered more than 5 years immune trom annulment 
action. Mark covering pharmaceutical product must be 
licensed by Brazilian Health Department before registra- 
tion. 

Bulgaria-Registration valid 10 years from applica- 
tion date, renewable for similar periods. First applicant 
entitled to registration and exclusive use of mark. No 
opposition 01 examination. Prior user may contest 
application, if he files own trademark application within 
3 months of objection date, Mark not used for 5 years 
can be cancelled. 

Burma-No tiademark law. Possible to acquire 
legally recognized owneiship as first usei under Common 
Law. Can jecoid Declaiation of Ownership in Office of 
Registrar of Deeds, Rangoon, and publish caution notice 
in newspapers. 

Burundi- Registrations granted for unlimited dura- 
tion. Peison applying as fust public usei leceives 
registration. No examination or opposition, Registiation 
piesumes valid propeity right unless proof to contrary 
submitted to authorities. 

Cambodia See France 

Canada-Marks registered under Unfair Competition 
Act of 1932, renewable every 15 years. Those registeied 
undei Trade Mark and Design Act of July 1, 1954, are 
valid 15 years fiom registration date, and are renewable 
for like periods. Person fust to use maik or make mark 
known in Canada, or who previously registered and used 
mark in Pans Union country, or who intends to use 
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maik in Canada is entitled to regulation Applications 
examined for propci foim and content, published for 
opposition wit Urn 1 month If no successful opposition, 
application allowed Maik not used 3 consecutive years 
can be cancelled 'Registeied User' piovisions. 

Ceylon-See Su Lanka 

Chile -Registiations valid 10 yeais from registration 
date; lenewable foi sinutai penods First applicant 
entitled to tegisliatioii, if fust to use maik continuously. 
Opposition period is 30 days after publication. Two 
yeais after legislation maik generally becomes incon- 
testable. No use lequuement. 

China (Taiwan) Registiation valid 10 years from 
tcgistiation date, lenewable like penods. Fust applicant 
entitled to legistration Applications examined, pub- 
lished foi 3-month opposition period. Registiations must 
be used within 1 year of legislation and use not 
discontinued for 2 ye,as. Cancellation action can only be 
sought within 3 years of registration. 

China (People's Republic of) -Registiations to foi- 
eigncis issued foi teim fixed in individual cases by 
Central Industrial and Commeicial Administration. 
Foieign nationals may apply only if reciprocal trade- 
mark protection agieement exists between country and 
PRC, No such agreement with United States. Possible foi 
U.S. film to assign mark to subsidiary in country having 
such agieement (Canada, United Kingdom, Sweden, 
Auslialta, Switzerland, Denmark, Finland, and Itlay) and 
have subsiduuy apply. First applicant entitled to registra- 
tion. No foieign language usable for trademarks in 
domestic tiadc but, maiks with foreign language usable 
foi expoit products Applications examined, no opposi- 
tion pioccduie. Registeied mark must be used within 1 
yeai. 

Colombia-Registiations valid 10 years from regis- 
tration date, lenewable for 5-year penods. Fiist appli- 
cant entitled to registration. Pnoi use can serve as 
rightful owneiship giounds for contesting another's 
application 01 legislation of similai mark. Applications 
examined, published foi opposition within 30 days. 
Registiation subject to cancellation, if not used within 5 
yeais. 

Congo (Kinshasa)-See Zaire. 

Costa Rica- Registiations valid 15 years from regis- 
tration date, renewable for similar periods. First appli- 
cant entitled to registration. No pioprietary rights in 
absence of legislation. Applications examined, pub- 
lished 2 months opposition. No use lequiiement except 
foi marks registeied for chemical 01 pharmaceutical 
products. No pnoi home registration requiiement for 
foreign applicants who have business establishments in 
own countries, 

Cyprus- Registrations valid 7 yeais from application 
date, lenewable foi 14-yeai periods. Person claiming 
piopiietoislup of maik may apply for its registration. 
First user rights lecognized. Applications examined, 
published opposition 2 months. Mark registered Part A 



ot Register and not contested tor 7 years cannot be 
challenged except upon proof it was obtained by fraud 
or deception. Mark not used 5 years may be cancelled, 
unless non-use was due to special ciicumstances. 

Czechoslovakia-Registrations valid 10 years from 
application filing date, lenewable foi similar penods. 
First applicant entitled to legistiation Another party 
proving pnor use in Czechoslovakia for same class of 
goods may apply for cancellation within 3 years of 
registiation date. Applications examined No opposition 
or use requirement. 

Denmark-Registrations valid 1 years iiom registra- 
tion date, renewable for similar periods. First applicant 
entitled to registiation. Party claiming prior use mark 
after legislation can, within 5 years of registration date, 
secure cancellation from Courts upon proof of such use. 
Examination piovisions, opposition period 2 months. No 
use requirement, 

Dominican Republic- Registrations granted for 5, 

10, 15, 01 20 yeais from registration date, at applicant's 
option; renewable for similar periods. First applicant 
entitled to registration. Examination, but no opposition 
provisions. When trademark applicant finds previously 
registered similar mark, first legislation can be cancelled 
if used less than one quarter time during which 
newly -apphed-foj maik has been used by applicant. 
Cancellation of registration on grounds of similarity to 
maik previously registered must be sought within 3 years 
after legislation of contested mark. Registered mark 
must be used within 1 year of registration date. 

Ecuador-Registiations valid 20 years from applica- 
tion date, renewable for 15-year periods. First applicant 
entitled to legistrahon. Examination procedure; applica- 
tion published for opposition four times, with i 0-day or 
more intervals between each publication, Prior user 
claimant must seek cancellation within 5 years of 
legislation date. No use requirement, 

El Salvador- Registrations valid for 20 years, re- 
newable for similar periods. Fust applicant is entitled to 
registration, prior user may contest registration up to 5 
years. Applications examined, published for opposition, 
which must occur within 90 days. If mark not used, or 
use discontinued within year after registration, it can be 
cancelled. Foreign-owned mark used outside country 
meets use requirement. Customs authorities can prohibit 
impoit goods bearing infringing marks. 

Ethiopia-No trademark law. May be possible to 
secure some protection by publishing cautionary notice 
in newspaper and filing copy of it and home registration 
with Ministry of Commerce in Addis Ababa. 

Finland -Registration valid 10 years from registra- 
tion date, renewable for similar penods. First applicant 
entitled to registration. Examination provisions; opposi- 
tion peiiod 2 months after publication. Contestabitity 
on prior use grounds permissible within 5 years of 
registration date. Mark not used 5 years can be cancel- 
led. 
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France-Present trademark law effective Aug. 1, 
1965. Registrations valid for 10 years from application 
filing date. As transitory measure, all legislations 
effected before Aug. 1, 1965, enjoy 15-year protection 
from application tiling date. First applicant obtains 
registration, exclusive ownership of mark even though 
previously used by others Only exception, owner of 
mark already very well known in France as belonging to 
him rather than registrant can sue registrant for cancella- 
tion within 5 years after registrant's application date. 
Examination for regjstrability, but not prior marks, no 
opposition proceedings. Mark not used for 5 consecutive 
years subject to cancellation. 

Former French Colonies, now independent coun- 
tries, of Cambodia, Laos, and Mali continue to apply 
earlier French Trademark Law (1857) to their jurisdic- 
tions. Applications should be filed directly in these 
countries. In Guinea, mark must first be registered in 
France to be registered and protected there. French 
1965 law applies to Martinique, Guadeloupe, French 
Guiana, St. Pierre, Miquelon, and French Polynesian 
Islands. 

Gambia-Marks registered in United Kingdom are 
registrable on a co-terminous basis. Independent applica- 
tions also permissible. Registrations valid 1 4 years, 
renewable for similar periods. Examination provisions, 
3-month opposition period. 

Germany, Federal Republic of Registrations valid 
for 10 years from application filing date, renewable for 
similar periods. First applicant is entitled to registration 
Registration, not prior use, confers proprietary rights. 
Only exception is recognition of marks in notorious use 
as belonging to original user. Examination procedures 
for registrability, not prior marks. Applications pub- 
lished for three months' opposition. Mark must be used 
within 5 years of registration date, otherwise subject to 
cancellation. 

Germany, Democratic Republic of-Registrations 
valid 10 years from application date, renewable like 
periods. First applicant entitled to registration. Prior 
user, upon proof, can have registration cancelled. Appli- 
cations examined, no provision for opposition. No use 
requirement, but, mark can be cancelled if business in 
which used expires No time limitation for cancellation 
action. 

Ghana-Registrations valid 7 years from application 
fdmg date, renewable for 14 year periods. Register 
consists of Part A (distinctive marks) and Part B (marks 
capable of becoming distinctive). First person applying 
as user or intended user of mark is entitled to icgistra- 
tion. Applications examined, published for opposition, 
which must occur within 1 months. Registration can- 
celled if not used 5 years. "Registered user" provision. 

Greece-Registrations valid for 10 years from appli- 
cation filing date, renewable for similar periods. First 
applicant is entitled to registration. Examination pro- 
cedures, opposition period 6 months. Prior user has 
rights if he proves mark is sufficiently known in his 
business in Greece; has 3 years from registration date to 



seek cancellation but teim begins only after first sale by 
registrant. Registration can be cancelled if legistrant fails 
to place on market goods beaiing the mark within 3 
years of icgistration date (1 year for periodicals and 4 
years foi pharmaceutical marks) or if legistrant has 
discontinued business or not offered products bearing 
mark for sale for 2 yeais (1 yeai for periodical marks). 

Guatemala-Registrations valid 10 years fiom regis- 
tiation date, renewable foi similar peuods. First appli- 
cant entitled to legislation. Seaich procedures exist. 
Applications published three times for opposition. Op- 
position must be filed within 40 days of first publica- 
tion, No compulsoiy use, except as oidered by the 
government in special cases. Prior home tegistration 
requirement for U.S. applicants. 

Guinea-See France 

Guyana (formerly British Guiana)-Registrations 
valid 7 years from application filing date, renewable for 
similar periods. Person applying as fiist user is entitled 
registration. Owner of U.K. registration may also apply 
for registration on this basis. One month opposition 
period. Registered mark not used 5 years can be 
cancelled. Register consists of Part A (for distinctive 
marks), B (for marks capable of becoming distinctive) 
and C (registrations based on those in the United 
Kingdom). 'Registered User* provisions. 

Haiti- Registrations valid 10 yeais from registration 
date, renewable for similar periods. Fust applicant is 
entitled to registration. Prior user can seek cancellation 
within 5 years of registration date. Applications pub- 
lished for opposition, which must be made within 2 
months. For opposition to be accepted opposer must 
also file application foi contested mark, if not alieady 
registered. Mark can be cancelled if not used within 5 
yeais. 

Honduras-Registrations valid 10 yeais from regis- 
tration date, renewable for similar periods. First appli- 
cant is entitled to registration. Applications published 
three times, at 10-day intervals, foi opposition, which 
must be filed within 15 days of last publication. Maik 
must be used for more than a year after legistiation, 
otherwise considered abandoned unless revalidated upon 
fee payment. 

Hong Kong-See United Kingdom. 

Hungary-Registration valid 10 yeais from applica- 
tion filing date, renewable for similai periods. First 
applicant is entitled to legislation. Prioi user, upon 
proof, may apply for cancellation. Registeied mark must 
be used within 5 years, otherwise can be cancelled. 
Applications examined. No opposition piovisions. 

Iceland-Registrations valid 10 yeais fiom registia- 
tion date, renewable foi similai periods, First applicant 
is entitled to regisUation. Piioi user may contest 
legislation within 5 yeais of registration date. Examina- 
tion procedures. No publication foi opposition; anyone 
desiring to oppose application must request such right 
from Registrar. No compulsory use. 



48 



India RegistMtions valid 7 years from application 
filing date, iciiewable foi similar penods First applicant 
who claims owneislup through use is entitled to registra- 
tion. Undei ceilam conditions proven pnor user may 
also have light to registet maik at same time Register 
divided into 1'ait A (distinctive marks) and Part B (maiks 
capable ol becoming distinctive) Ceitihcation and de- 
fensive maiks legistiable Part A. Applications examined, 
published 3 months' opposition. Any mark, except 
defensive inaik, can be cancelled if not used con- 
tinuously toi 5 yeais, unless non-use was due to 
ciicumstances over winch registrant had no control. 
'Registeied Usei 1 provisions. 

Indonesia - Registiations valid 10 yeais fiom regis- 
tration dale, icnewable ioi simihii periods. Registrations 
and icnewals made before Nov. II, 1961, are valid 20 
yeais. Exclusive lights to mark ate based on its first use 
in Indonesia. Fust applicant considered first user. To 
preserve first nsei status, legistianl must use mark within 
6 months of legistiation date Examination, but no 
opposition piovisions. Adveisc decisions on application 
appealable to Distnct Court, Djakarta. Cancellation 
petitions also can be filed with that Court, but within 9 
months of legislnition's publication date. Mark must be 
used within 3 yeais. 

Iran-Registrations valid 10 yeais from application 
filing date, renewable for similar periods. First applicant 
is entitled to registration. Piior usei claimant must 
contest it within 3 years. Applications made public for 
inspection, opposition; also examined. Allowed applica- 
tions published foi opposition within 30 days. Registra- 
tion, if not used by registrant in Iran 01 abroad 
within 3 yeais of effective date, can be cancelled. 

Irnq- Registrations valid 15 years from application 
filing date, icnewable for similar peiiods. Registered 
maik becomes incontestable aftei 5 years. Applicant, as 
usei 01 intended user, is entitled to registration. 
Applications given preliminary search; published opposi- 
tion three consecutive times; opposition must be filed 
within 90 days of last publication date. Registration not 
used for 2 consecutive years can be cancelled unless 
ownei pioves non-use was due to circumstances over 
which lie had no control. 

helaml -Registrations valid 7 years fiom application 
filing date, icnewable for 14-yeai periods. First applicant 
as usei, 01 intended usei, is entitled to icgistration. 
Maiks aie registered Part A (distinctive) or Pait B 
(capable of becoming distinctive). Ceitification marks 
regisliable lail A. Pait A registration is incontestable 
after 7 years except on giounds that the mark was 
acquired thiougli fiaud, consists of immoral or deceptive 
subject mattci. Examination procedures; 1 month oppo- 
sition pciiod, 

Israel-Registiation valid 7 years from application 
filing date, renewable for 1 4-year periods. First applicant 
or prior user is entitled to registration, whichever is 
eailier. Registration is contestable on prior user grounds 
within 5 yeais. Examination proceduies, opposition 
period, 3 months. Mark subject to cancellation, if not 
used within 1 years. "Register user" provision. 



Italy-Registrations valid 20 years from application 
filing date, renewable for.snmlar periods First applicant 
is entitled to registration. Prior user has con testability 
rights for 5 years. To secure cancellation of registration, 
he must show that his prior use of mark was sufficient 
for it to be publicly known before contested mark's 
registration date. No examination or opposition pio- 
visions. Mark must be used within 3 years of registration 
date, must also be used continuously for 3 years. 

Jamaica-Registrations valid 7 years from applica- 
tion filing date, renewable for 14-year periods. Register 
divided into Part A (distinctive) and Part B (capable of 
becoming distinctive). Part A registrations are conclusive 
as to validity alter 7 years First applicant as user, or 
intended user, is entitled to registration. Examination 
procedures, one month opposition period. Registration 
cancellable if unused for five years. "Registered User" 
provisions. 

Japan-Registrations are valid 10 years from regis- 
tution date, renewable for similar periods Frist appli- 
cant is entitled to registration. Another person widely 
using mark before first application filed may be per- 
mitted to continue such use even after registered by 
someone else. Examination procedure, 2-montli opposi- 
tion period. Registration cancellable if not used for 3 
consecutive years (unless there was good reason tor such 
non-use), 01 it it is deemed similar to someone else's 
"well known" mark, or if used in a deceptive manner; or 
if otherwise registered contrary to law. Incontestable 
after 5 yeais except on grounds of misleading use or 
deception. 

Jordan-Registration valid 7 years irom application 
filing date, renewable foi 14-year penods. First applicant 
as usei, 01 intended user, is entitled to registration. 
Examination procedures Opposition period 3 months. 
Registration can be canceled on grounds of non-use or 
no bona fide intention to use during 2 years preceding 
cancellation petition, unless non-use was due to con- 
ditions over which registrant had no control. Mark is 
incontestable 5 years after registration date. Unless mark 
is registered, no infringement damages can be recovered. 

Kenya-Registration valid 7 years from application 
date, renewable foi 14-year penods. Register divided 
into Part A (distinctive) and Part B (capable of becoming 
distinctive) First applicant as user or intended user is 
entitled to registration. Examination procedures. Oppo- 
sition period 60 days. Registration cancellable if mark 
not used in 5 years "Registered user" provisions, 

Korea- Registration valid 10 years from issue date, 
renewable like period. First applicant entitled to registra- 
tion. Applications examined, published 30 days for 
opposition. Registration must be used within 1 year 
after issue. Cancellation action limited to 5 years on 
grounds mark registered improperly under law's criteria. 

Kuwait-Registrations valid 10 years from applica- 
tion filing date, renewable for the same period. First 
applicant is entitled to registration. Registration incon- 
testable after five years. Accepted applications published 
for opposition in three consecutive issues of the Official 
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Gazette Oppositions must be tiled within 30 days of last 
publication Mark can be cancelled if not used fon 5 
consecutive years 

Laos-See France 

Lebanon- Registration valid for 15, 30, 45, 01 bO 
years, at applicant's option Renewable for similar 
periods First applicant is entitled to legistration. Prior 
user may contest registration up to 5 years aftei 
registration date Non-registrant who, 5 years aftei 
another's registration of mark, can prove first use 
thereof can continue use of his mark for up to 10 years 
from existing registration date Examination procedures, 
but no opposition or compulsory use piovisions. 

Lesotho Registration possible on basis of prior 
registration in South Africa or the United Kingdom, 
valid foi unexpired term of prior registration. Renewable 
with home registration. No examination 01 opposition. 

Liberia Registrations valid for 15 years, renewable 
for similar periods. Infringement action not possible if 
plaintiffs mark unregistered First applicant is entitled 
to registration, but must prove mark not in use by 
anyone else. Examination procedures, but no opposition 
provisions Mark must be used within 2 years of 
registration date; otherwise cancellable. Also cancellable 
if owner neglects legal action against infrmger or adopts 
new similar mark. 

Libya Registrations valid 10 years after application 
filing date, renewable for similar periods. First applicant 
is entitled to registration. Examination procedures, 
opposition period 3 months. Registration incontestable 
after 5 years. Cancellable if not used for 5 consecutive 
years without justification. 

Liechtenstein-Registrations valid 20 years from 
application filing date, renewable for similar periods. 
First applicant is entitled to registration. No examina- 
tion or opposition procedures. Prior user rights recog- 
nized. 

Luxembourg-See Benelux. 

Malawi (Nyasaland)-Marks registered with the for- 
mer Federation of Rhodesia and Nyasaland before 
January 1, 1964, are effective in Malawi for their 
original term Certificate of Registration for such marks 
should be secured and entered in the Malawi Register 
Federation separated in 1963 into Malawi, Zambia, and 
Southern Rhodesia. Marks registrable in Malawi 7 years 
from application filing date, renewable for 14 years. 
First applicant, as user or ui tended user is entitled to 
registration. Register divided into Part A (distinctive), 
Part B (capable of becoming distinctive), C (certifi- 
cation) and D (defensive). Examination piocedures. 
Opposition period is 2 months. Registration cancellable 
if not used 5 years. Part A registration remaining valid 
for 7 years is incontestable on prior user grounds. 
"Registered User" piovisions, 

Malaysia New Malaysian nation established Sept. 
1C, 1963, consists of former Malaya, Sarawak, and 
Sabah (North Borneo). No central trademark law yet 



adopted; each separate State continues to enforce the 
taw in effect in its area before that date Office of 
Registrar of Trademarks and Patents for Malaya, at 
Kuala Lumpur. Registiai oi Trademarks and Patents in 
Smgapoie reportedly serving as Registiai for Sabah. 
Sarawak Registrar is at Kuching Registuttions for each 
area are valid 7 years ftom application filing date, 
renewable for 14-year peiiods. Registeis in all areas 
divided into Part A (distinctive) and Pait B (capable of 
becoming distinctive). Associated, defensive and certifi- 
cation marks are legistrable. Fhst applicant as usei is 
entitled to registiation. Examination proceduie, opposi- 
tion penod 1 month after publication Mark not used tor 
5 yeais cancellable, "Registered Usei" piovisions. 

Mali-French Law temporarily applicable but appli- 
cations for registiations may be filed at Registry of 
Tribunal of First Instance at Bamako. Marks registered 
in France before independence date (Api. 4, 1960) 
should be re-registered. Registrations valid 15 years. 

Malta-Registiations valid 14 years fiom application 
filing date, renewable for similar periods. Applicant as 
first user is entitled to registration. Examination proce- 
dures, opposition period 2 months fiom publication. No 
use requirement. 

Mauritius-Marks legistrable on the basis of prioi 
U.K. registration or independently. Independent registia- 
tions valid 7 years fiom registration date, icnewable for 
14-year periods. U.K. -based legislation valid and renew- 
able for term of basic registration. First user entitled to 
registration. No use requirement. 

Mexico Registrations valid 10 years fiom applica- 
tion filing date, renewable for similai periods Fust 
applicant can acquire registration subject to lights of 
prior users and of those foreigners entitled to 6 months' 
priority rights based on filings abroad. Prior user in 
Mexico can seek cancellation action within 3 years of 
contested mark's registration date. Examination but, no 
opposition provisions "Registeied User" provisions 

Monaco Registrations valid 15 yeais fiom applica- 
tion filing date, renewable foi similar peiiods. Exclusive 
right in trademark seemed by registiation. No substan- 
tive examination or opposition procedmes, or com- 
pulsory use. Prior user may contest legistnttion within 5 
years if mark being effectively used by him. 

Morocco (Formerly French Zone) Foi mei Ficnch 
and Spanish Zones of Moiocco, and Tangiei Zone, 
formed Kingdom of Moiocco in 1956, No unified 
trademaik legislation yet adopted Protection in ex- 
Fiench Zone should be sought through Office Moiocam, 
Casablanca. Foi information on Coiinei Spanish and 
Tangier Zones, see separate summaries. Registiations 
issued by Office Moiocam are valid 20 yeais liom 
registration dale and renewable foi similai peiiods. Fiist 
applicant is entitled to legislation. Pnoi usei may 
contest registration up to 5 years. No substantive 
examination or opposition pioceedings. Registeied mark 
must be used in Morocco 01 abioad, otherwise can be 
cancelled. 
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Morocco {Formerly Spanish Zone)-Registrations in 
Spam filed before 1956 lemam valid foi original 
dii] aliens, No facilities foi securing new registrations are 
apparent. 

Namibia (South West Africa) -Trademarks in South 
West Africa Act, effective January 1, 1974. First 
applicant as user, or intended usei, entitled to legisla- 
tion Marks rcgistrable pails A or B. Other piovisions on 
duration, use, opposition and "Registered User" similar 
to those in Trademark Law of South Africa 

Nepal-Maik must be legistered to be protected No 
limitation on diuation First applicant is entitled to 
registration; no opposition proceedings. 

Netherlands See Benelux. 

New Zealand- Registrations valid 7 years fiom 
application filing date, tenewable foi 14-year periods 
First registrant, as user 01 intended user, is entitled to 
registiation. inanimation procecluies. Opposition period 
3 months Marks legistrable as Pail A (distinctive) and 
I'ait B (capable of becoming distinctive). Pait A registra- 
tions ate incontestable on piioi usei grounds after 7 
years. Certification, association and defensive marks are 
registiable. Maik can be cancelled if proven it was 
registered without intent to use and it was not used up 
to I month before application filed or, if not used 
within 5 yeais before cancellation sought. "Registeieci 
User" piovisions. 

Tiadcmaiks legisteied in New Zealand reportedly 
have validity in the Cook Islands, those legistered in 
New Zealand befoie Jan. 1, 1962, also have effect in 
Western Samoa 

Nicaiagua-Registmlions valid 10 yeais from legis- 
tration dale, renewable for siimlai peiiods. Fust appli- 
cant is entitled to registiation. Subsequently pi oven fust 
usei may have legislation canceled. Oppositions re- 
fcued to com Is foi decision. No compulsoiy use but, if 
business in which maik is used ceases, or manufacture of 
goods is suspended foi a yeai, legislation is consicleied 
abandoned. 

Niseria-Registiations valid 7 yeais fiom application 
date, lenewable foi 14-yeai peiiods Registei divided 
into Pails A (distinctive) and B (capable of distinctive- 
ness). First applicant, as user or intended user is entitled 
to legistiation. Opposition period is 2 months from 
publication. Registration cancellable if not used for 5 
years, "Registeied usei" provisions. 

Norway Regulations valid 10 yeais irom regis- 
tiation date, lenewable foi similai periods. First appli- 
cant is entitled to icgistration. Registration contestable 
on fust usei giounds within 5 years of legistralion date. 
Rights to maik, if well known as belonging to pro- 
prietor, can be acquiied without legistration. Examina- 
tion procedures. Opposition period is 2 months aftei 
publication. No compulsory use, 

Oman, Qatar-No trademark laws. Some protection 
available by publishing cautionary notice in certain 
Lebanese newspapers circulating locally. 



Pakistan- Adopted provisions India Trade Marks 
Act of 1940. Registrations valid 7 years alter application 
filing date, lenewable for 15-year peiiods. First appli- 
cant, as user or intended user, is entitled to registration, 
Piovcn prior user may continue to use mark registeied to 
another and may be entitled to concurrent registration. 
Applications examined, opposition period is 4 months 
after publication. Registered mark not used on a 
continuous 5-year basis is cancellable. Registration re- 
maining valid 7 years is incontestable "Registeied User" 
provisions 

Panama -Registrations valid 10 years, renewable like 
periods. Marks owned and used abroad by foreigners 
legistrable only on basis of prior home registration 
Marks used only on goods made locally, registrable by 
first user in Panama. Applications examined, published 
for 3 months opposition. Registration must be used 
witlim 1 year of issue. Cancellation action by aggrieved 
party can be initiated at any time. 

Paraguay-Registrations valid 10 years Irom registra- 
tion date, renewable for similar periods. First applicant 
is entitled to registration. Registration only basis upon 
which proprietaiy trademark rights established. Applica- 
tions examined only as to form, opposition period is 30 
days after publication No compulsory use except as 
oidered by goveinment in individual cases. Infringement 
action cannot be brought by registiant after 3 years of 
the first occurrence of infringement or after 1 year from 
day registrant first knew about infringement, 

Peru-Registrations valid 5 years from application 
filing date, renewable for similar periods First applicant 
is entitled to registiation Applications examined, pub- 
lished for 30-days opposition, Mark must be used to be 
renewed 

Philippines-Registrations valid 20 years from regis- 
tiation date, lenewable similar periods. To maintain 
registration owner must file at 5 year anniversaries, 
affidavit that mark still used. First user entitled to 
registration which becomes puma facie evidence of 
ownership. Examination procedures; opposition period 
30 days after publication. Marks registrable Principal or 
Supplemental Register. Registered marks recordable at 
Customs for seizure infringing imports 

Poland-Registrations valid 10 years from applica- 
tion date, renewable similar periods. First applicant 
entitled to registration and recognized ownership. First 
user may, upon proof, have application rejected or 
registiation canceled Applications examined, published 
for opposition. No compulsory use, Infringement actions 
must be taken within 3 years after occurrence of 
infringing act 

Portugal-Registrations valid 10 years from registra- 
tion date, renewable for similar periods. First applicant 
is entitled to registration. Prior user claimant may file 
for cancellation within 6 months of original contested 
registration's date, providing he lias not used mark for 
more than 6 months without applying for own registra- 
tion. Examination procedures. Applications published 3 
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months opposition. Registration can lapse if not used 3 
consecutive years. Prior home registration requirement 
for U.S. applicants. Portuguese registration can be 
recorded for protection in colonies of Angola, Mozam- 
bique, Macao, Cape Verde Islands, Timor, St. Thomas, 
and Prince's Islands. 

Rhodesia Registrations valid 7 years application 
date, renewable 14-year periods. First applicant, as user, 
or intended user, entitled registration. Register divided 
Parts, A, B, C, and D simitar to U.K. law. Applications 
examined, published 2 months for opposition. Mark 
must be used within 5 years of registration date. 
Cancellation of Part A registration cannot be sought 
after 7 years of registration date. "Registered User" 
provisions. 

Romania-Registrations valid 10 years from appli- 
cation filing date, renewable for similar periods. Fust 
applicant is entitled to registration. Applications ex- 
amined, opposition period 3 months. Registrations 
incontestable after 5 years, except if obtained on 
fraudulent basis, are deceptive, or consist of official 
emblems or insignia. No use provisions 

Rwanda Mark must be registered to be protected. 
First user is entitled to registration and enforcement of 
rights. Duration unlimited. No examination, opposition 
or compulsory use. 

Ryukyu Islands (Okinawa) Reverted to Japan, May 
15, 1972. Japanese Trademark Law applies. 

San Marino No separate trademark law. Trademark 
rights obtained in Italy reportedly applicable. 

Saudi Arabia Registrations valid 1 5 years from 
application acceptance date, renewable for similar 
periods. First applicant is entitled to registration Regis- 
tration is incontestable after 5 years. Applications, after 
acceptance, published for opposition for 6 months. 
Person who can prove that he used mark for year before 
it was first registered can continue to use it. Customs 
authorities can seize imported goods bearing marks 
infringing those registered in Saudi Arabia 

Sierra Leone Registrations valid 14 years from 
application filing date, renewable for similar periods. 
U.K. registrations may be registered in Sierra Leone 
concurrently with original registrations. Register divided 
into Part A (distinctive marks), Part B (marks capable of 
becoming distinctive). First applicant, as user, is entitled 
to registration. Applications examined, published oppo- 
sition for 3 months. "Registered User" provisions. 

Singapore Registration valid 7 years from applica- 
tion filing date, renewable for 14-year periods. Regis- 
terer divided into Part A (distinctive marks) and Part B 
(marks capable of becoming distinctive). First applicant, 
as user or intended user is entitled to registration. 
Applications examined, published opposition for 2 
months. Registration is cancellable if mark not used for 
5 years. Mark can be registered independently without 
prior U.K. registration, except for textile products. 
"Registered User" provisions. 



Somali Republic Consists of foimer Bntish Somali- 
land and Italian Territory of Somalia. Sepaiate Registra- 
tion Offices exist for each area. In foimer British aiea, 
owner of U.K registration can apply for co-teiminous 
registration, "Registeied user" provisions exist, In for- 
mei Italian area, registrations are valid 20 years. 

South Africa Registration valid 10 yeais from 
application filing date, renewable for similar periods 
Registrations on applications filed before Jan. 1, 1964, 
are valid 14 years, renewable foi 10-year penods. Fust 
applicant, as user or intended user, is entitled to 
registration. Under certain conditions, mark being used 
by more than one person can be registered to several 
parties for concurrent use. Marks registrable as Part A 
(distinctive) and B (capable of becoming distinctive). 
Part A registration, if valid 7 years, becomes incontest- 
able on prior use grounds. Applications examined. 
published for 2 months opposition. Also, under informal 
procedures. Registrar can decide conflicting oppositions 
cases with the consent of both parties. Maik cancellable 
if not used within 5 years. "Registered User" provisions. 

Spain Registrations valid 20 years from registration 
date, renewable for similar periods. First applicant is 
entitled to registration. Registrations incontestable on 
prior use grounds after 3 years, if continuously used by 
registrant and valid during that period. Applications 
examined, published for 2 months' opposition. Can- 
cellable, if not used 5 consecutive yeais, unless such 
non-use was due to force mafeitre. 

Sri Lanka Registrations valid 7 years from applica- 
tion date, renewable for 14-year periods. User or 
intended user of mark can apply for its registration. 
Another person proving first user at latei date can have 
registration cancelled. Register has Part A (distinctive 
marks) and Part B (marks capable of becoming distinc- 
tive). Applications examined, published opposition 2 
months. Mark not used 5 consecutive years may be 
cancelled upon request of an mteiested party unless 
non-use is due to conditions over which registrant had 
no control. 

Sudan-Registrations valid 10 yeais fiom applica- 
tion date, renewable like periods. First applicant entitled 
to registration. Applications examined, published for 
opposition (6 months for local residents, 8 months 
foreigners). Mark must be used during 5 consecutive 
years preceding allegation of non-use by petition to 
cancel, otherwise can be cancelled. 

Surinam-Sec Netherlands. 

Sudan-Registrations valid 20 yeais fiom icgis- 
IraLion date, renewable for similar periods. First regis- 
trant entitled to proprietary rights in mark. Applications 
examined, published opposition 6 months. Infringement 
proceedings possible by mark's owner only if iL is 
registered. Registration cancellable if not used 2 con- 
secutive years. 

Swaziland-Registrations co-teiminous with those in 
United Kingdom or South Africa. No examination 01 
opposition procedures. "Registered User" provisions. 
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Sweden- Registiations valid 10 yeais from registia- 
lion dale, renewable loi sinulai petiods. Fust applicant 
is entitled to icgi,sti;ition Registration incontestable on 
pnoi user gioiinds atlei 5 yeais. Rights can be acquired 
without legistiation wlieie niaik achieves wide reputa- 
tion through established use of ownei. Applications 
examined, published opposition 2 months. Registration 
cancellable if not used 5 consecutive yeais 

Switzerland-- Registrations valid 20 years fiom ap- 
plication tiling date, icnewable tor similar periods 
Ownership based on fust use, but maik must be 
legistered to be entoiced. Applications examined as to 
form and, it satislaUoiy, allowed, No opposition pro- 
cedures. Maiks must be used within 3 years of registra- 
tion; and consecutively loi 3 years theieaftei; otherwise, 
din be cancelled 

Syiian Arab Republic-Rcgistiations valid 15, 30, 
45, 01 C0 yeais tiom legislation date, at applicant's 
option. Applications examined; no opposition pro- 
visions. Fust applicant is entitled to legistration. First 
usci may contest legistiation within 5 yeais, otheiwise 
mark becomes incontestable on pnoi user giounds unless 
shown that legistianl knew about piioi use when 
application was filed. Pnoi usei who loses lights to 
contest legistiation can continue to use niaik 15 years 
aflei date of legistiation. No compulsory use. 

Tangier Zone- -Continues to maintain Industrial 
Property Bui can in Tangiei to icceive applications, issue 
legislations. Registrations valid 20 yeais from applica- 
tion filing date, lenewable foi similar penods. Fust 
applicant entitled registration. Fust user, desiring to 
contest legistiation, must first file application for lus 
mark. Applications published opposition 2 months. 
Registialion cancellable, if not used 5 years. 

Tanzania -C'ompiises the foimer areas of Tan- 
ganyika and Zanzibar. Until a peimanent constitution is 
Uuali/ed, Uademaik laws of each area temaln in force. 
liuch has Regislei divided into Part A (distinctive 
minks); Pait B (nuiiks capable of becoming distinctive) 
Fhsl applicant is entitled to legislation. Applications 
examined. Maiks (en cotton goods or metalwares must 
be legistered tltst in United Kingdom. Applications 
published for opposition within 60 days in Tanganyika, 
3 months m Zan/.ibai. Registration can be cancelled in 
eitliei countiy, if not used within 5 years. Registrations 
aie valid I'oi 7 yeais in Tanganyika, in Zanzibar for 14 
yeais, from application filing date. Renewal period is.foi 
M yeais in both aieas. 

Thailand--Rcgistrations valid 10 years from applica- 
tion filing date, icncwable for similar pciiods. First 
person applying as owner of mark , is entitled to 
registration. Ownership based on proven first use. 
Infringement pioceedmgs cannot be instituted on behalf 
of miregisleied maik. Applications examined, published 
3 months opposition. Registration not used 5 years 
cancellable. 

Trinidad and Tobago-Registrations valid 14 years 
from application filing date, renewable for similar 
periods. Marks registrabie as Part A (distinctive marks) 



or Part B (marks capable of becoming distinctive) First 
applicant, as user or intended user, is entitled to 
registration. Applications examined, published opposi- 
tion 3 months, Marks registered in United Kingdom 
qualify for registration. Registration cancellable if not 
used 5 years. "Registered User" provisions. 

Tunisia- Registrations valid 15 years from applica- 
tion filing date, renewable for similar periods. Person 
applying as fust user of mark is entitled to registration 
No examination, opposition, or compulsory use 

Tuikey-Registrations valid 10 years from registra- 
tion date, renewable for similar periods. First applicant 
is entitled to registration Registration conlestable on 
prior user grounds within 3 years. Applications ex- 
amined as to form, regislrabihty. No opposition pro- 
visions. Ordinarily mark not used 3 years is subject to 
cancellation, nationals of Paris Union countries are 
exempt from such use requirements. Prior home registra- 
tion requirement waived for foreign applicant on show- 
ing he is engaged in manufacture or trade of particular 
goods. 

Uganda-Registrations valid 7 years from applica- 
tion date, renewable 14 year periods First applicant, as 
user, or intended user entitled to registration, Register 
divided Parts A and B as in U.K law. Applications 
examined, published for 60 days opposition period. 
Mark cancellable if not used within 5 years "Registered 
User" provisions 

United Arab Republic (Egypt)-Registrations valid 
10 years from application filing date, renewable for 
similar penods. First applicant is entitled to registration 
Contestable on prior user grounds for up to 5 years. 
Applications examined, published opposition 3 months. 
Registration cancellable if not used 5 years. 

United Arab Emirates (Abu Dhabi, Dubai, Sharjah, 
Ajman, Umm al Qaiwain, Ras Al-Khaimali and 
Fujairah)-Ras Al-Khaimah is the only Emirate to enact 
a trademaik law. In other Emirates, Cautionary Notice 
published in ceitain Lebanese daily papers may afford 
some protection. 

In Ras AI-Khaimah, registration valid 10 years from 
application filing date, renewable for similar penods. 
Applications, if acceptable, published for 60 day opposi- 
tion period. Registered mark must be used for 5 
consecutive years, otherwise subject to cancellation. 
Registration incontestable after 5 years of use 

United Kingdom-Registrations valid 7 years from 
application filing date, renewable for 14-year penods. 
Fiist applicant, as user or intended user, is entitled to 
registration, Marks registrabie as Part A (distinctive) or 
Part B (capable of becoming distinctive) of Register. If 
valid 7 years, Part A legistration becomes incontestable 
on prior user grounds. Applications examined, published 
for opposition within 1 month. Application refused for 
Part A can be amended for possible registration as Part 
B. Registration cancellable anytime on proof that it 
was obtained by fraud, consists of scandalous matter, is 
misleading or deceptive, has lost distmctiveness, or is 
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Pan-Amencan Trademark 

Conventions to which 

U.S. adheres 



1910 1 1923 3 1929 3 



Bolivia 

Brazil 

Colombia . 

Cuba 

Dominican Republic 

Ecuador 

Guatemala 

Haiti 

Honduras 

Nicaragua 

Panama 

Paraguay 

Peru 

United States 

Uruguay ,. ....... 



1 Convention for protection of trademarks, signed 
at Buenos Aires Aug. 20, 1910; entered into force 
for U.S. July 31, 1912. 

2 Convention for the protection of commercial, 
industrial, and agricultural trademarks and com- 
mercial names. Signed at Santiago Apr. 28, 1923; 
entered into force for the U.S. Sept 30, 1926 

3 General inter-American convention for 
trademark and commercial protection. Signed at 
Washington, Feb. 20, 1929; entered into force for 
U.S. Feb. 17, 1931 

Source: U.S. Dept. of State. 



otherwise contrary to law Applicant can obtain prelimi- 
nary advice from Registrar whether mark qualifies for 
Part A or B, If advised that mark is registrable and 
applies within 3 months, but application rejected, filing 
fee is refunded Mark removable from register if not used 
continuously for 5 years. "Registered User" provisions 
Many newly independent States which were for- 
merly British Colonies, now have new and independent 
trademark laws Some still recognize or require prior 
U K. registration These countries aie summarized .sepa- 
rately. Present British colonies and possessions generally 
fall into following broad categories regaiding trademaik 
protection afforded 

(1) Areas which provide protection only on the 
basis of existing registration in the United Kingdom, 
such as British Honduras, Falkland Islands, Gilbert 
Islands, Grenada, Gibraltar, St. Helena, Solomon Islands, 
Seychelles. Trademark registrations in these areas usually 
run for the duration of basic U.K. registrations 



(2) Areas wheie one can apply foi independent 
registration 01 secure protection based on existing 
registration in the United Kingdom, such as Antigua, 
Bahama Islands, Beimuda, British Virgin Islands, Biunei, 
Dominica, FIJI Islands, Monserrat, Nevis, Anguilla, St. 
Vincent and St. Lucia Registrations in these areas ate 
usually gianted lor 7- or 14-year periods. 

In Hong Kong, trademark registrations must be 
applied for on an independent basis undei 1954 Ordi- 
nance. Register is divided into Part A (distinctive inaiks) 
and Part B (capable of becoming distinctive). Registra- 
tions valid 7 years (14 years if registered before Januaiy 
1, 1955), renewable for 14-year periods Mark becomes 
incontestable prior user grounds after 7 years registra- 
tion Applications examined, published for opposition 2 
months. Must be used within 5 years. "Registered User" 
provisions. 

USSR-Marks registered foi term specified by appli- 
cant up to 10 years fiom application filing date, 
renewable on same basis. First applicant entitled registia- 
tion. Unregistered mark not enforceable. Applications 
examined, if satisfactory, allowed. No opposition pio- 
ceedings. Patent Bureau of the USSR Chamber of 
Commerce acts as agent for foreign applicants. Approved 
application reserved 3 months, if not completed by 
applicant, it is considered abandoned. 

Uruguay-Registrations valid 10 years from registra- 
tion date, renewable for similar periods. Fust applicant 
is entitled to registration. Contestable on piioi user 
grounds up to 2 years aftei registration date. Applica- 
tions examined, published Official Gazette Opposr- 
titions must be fried within 20 days of last publication. 
No compulsory use 

Venezuela-Registiations valid 15 years from regis- 
tration date, renewable for similar perrods. Frrst appli- 
cant is entitled to registration. Registeied mark is 
contestable on prior use grounds up to 2 years after 
registratron date Applrcations examined, if satisfactory, 
published for opposition within 30 days Registration 
not used continuously 2 years is subject to cancellation. 

Western Samoa-Two legistiatron systems, one 
based on overseas and other on non-overseas registia- 
tions. Owner of foreign mark acquired aflei December 
18, 1972 may apply foi legrstratron wrthrn 2 yeais of 
earhei registration date. Mark tegisteied before that date 
may be registered by December 19, 1974, if complies 
with law's registration criteria. Bona fide local users of a 
mark have pnorrty over other applicants. Owners of 
New Zealand legislations registeied before January 1, 
1962, have piiority over other applicants, if marks 
applied foi befoie Decembei 19, 1973 Registrations 
based on oveiseas marks have duiation co-teimmous 
with latter Registrations not so based have 14-year 
duration, renewable like peirods. Applications examined, 
published 3 months' opposition" period. Mark must be 
used within 5 yeais of registiation. 

Yemen (People's Democratic Republic of)-No 

tiadernaik law, except in Aden ternloiy, where U.K. 
registrations may be icgistered for duration original 
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regisluHion, Publication eautioniiiy notice in newspapei 
only means ol seeming any olhci piotcction thai may be 
available, 

Yemen Aiab Republic- No Uaclemark law. Publica- 
tion cjtutionaiy notice in local newspaper may afford 
so mo piotcction. 



Yugoslavia -Regtslialums issued on an unlimited 
basis so long as legLslianl continues to pay lequned 
advance lees foi ycais ot protcclion desiied. Registia- 
tions usually tenewed on 10-ycai basis. Fiist applicant is 
entitled to legislation Rcgistiation may be contested 
on piioi uset gi omuls within 3 yeais ol icgistialion date. 
Applications examined as to ionn, icgistiability, ex- 
istence ol conflicting legisliations, if satistacloiy, al- 
lowed, No opposilion piovisions. No compulsory use. 



Zambia (formerly Noithern Rhodesia)-Marks pre- 
viously legislered for the formei Fedcidlion of Rhodesia 
and Ny.isaland lemain in effect in Zambia foi their 
original term Maiks are regisliable in Zambia foi 7 years 
fiom application filing date, renewable foi 14 years. 
First applicant, as uset or intended user, is entitled lo 
registiation. Registei is divided into Parts A (distinctive 
maiks), B (maiks capable of becoming distinctive), C 
(ceitification marks) and D (defensive maiks) Applica- 
tions examined, if salisfaetoiy, published for opposition 
within 2 months. Registration cancellable if not used 5 
yeais, Part A legislation vahd for 7 years is incon- 
testable on prior usei grounds "Registered User" pro- 
visions 

Zahe-Marks registered for unlimited period Regis- 
tration gianted first applicant but party later proving 
lust use acquires legal ownership. No examination or 
opposition provisions. 
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By VINCENT TRA VAGLINI, Director 
Office of International Finance and Investment 



Manufacturers and exporters are taking a fresh look 
at an export incentive measure approved by Congress 
over 50 years a go -the Webb-Pomerene (Export Trade) 
Act of 19 1 8, subtitled An Act to Promote Export Trade. 

Basically, the Act provides qualified exemptions for 
export trade associations from the prohibitions of the 
Sherman Antitrust act of 1890 and the Federal Trade 
Commission and Clayton Acts of 1914. This limited 
exemption from the antitrust Jaws is conditioned by 
safeguards to domestic business competition, and there 
must be no restraint of the exports of any domestic 
competitor. 

One of the important purposes of the Act was to 
facilitate exporting by smallei companies. In general, a 
Webb-Pomerene association may act as the export sales 
agent of the members, arrange transportation for the 
goods of the membeis, agree upon prices and terms of 
trade for sale of the members' merchandise abroad, and 
arrange for distribution of the products in foreign 
markets. 

Many exporters are unaware of the cost-cutting 
advantages offered by membership in such associations. 

Association Export Activity 

There are at piesent 34 icgistered export associa- 
tions with over 300 membei companies (see Annex A, 
page 59). Existing associations arc merchandising a 
variety of products in foreign commerce ranging from 
mechanical pencils to phosphate rock. 

Since inception of the Act, about 260 associations 
have been organized and well over 4,000 member 
companies have utilized the Ad's permissive exemp- 
tions, The largest association formed to date consisted of 
some 277 members, although associations have been 
organized with as little as two members. 

Webb-Pomerene associations accounted for about 
$1.5 billion of U.S. exports in 1971, or about 3.5% of 
the U.S. total exports of $43.6 billion in that year. The 
present percentage of total U.S. exports assisted by 
Webb-Pomerene associations compares with 2% in 1920 
and a high of 17.5% in 1930, 

How much of total exports curl entry reported can 
be ascribed directly to the influence of the Export Trade 
Act is not known. In the early years of the Act and 
through the thirties, it was customary for associations to 
participate strongly in marketing operations. Today, 
however, a large percentage of the associations perform 



functions which, though related to the sales of their 
members' products abroad, do not necessarily represent 
actual buying or selling foi expoitation by the associa- 
tion. 

For example, about one-fouith of the cun'enl 
associations actually ship the product and fix the price 
and teims and conditions of sales of their membeis 1 
products abroad. Other associations perform .1 variety of 
functions such as developing new markets, maintaining 
trademarks, collection of maikethig infonnation, han- 
dling and remission of funds, and dissemination of 
statistical matter. 

Although these functions relate indnectly to expoi- 
tation of the product, they do not include those primary 
functions necessaiy to consummation of a sale to i\ 
foreign buyer. In these terms, the importance of export 
trade associations to total U.S. expoits would appeal to 
be less today than formerly. 

Diversity in Size 

There is a wide diversity in finn size among the 
members of the associations. Some have corpoiale 
members relatively laige in size, others are composed of 
small business units, and still others are a combination of 
both large and small producers. Experience indicates 
that the successful export associations generally restrict 
themselves to a single commodity or gioup of related 
commodities. 

Also, opeiations are mosl apt to succeed if the 
industry is one in which a limited number of producers 
account for the major pioportion of pioduction, and 
these leading producers are association members. Asso- 
ciations formed to handle a diversified line of non- 
competing products soon decided that joint export 
operations were not suitable foi exploitation of ume- 
lated goods. 

Although firms representing the widest lange of 
industry have been included in export associations at 
one time or another, those groups which have survived 
longest tend to be associated with a few specific and 
fairly homogeneous products. Foodstuffs (especially 
grams and flour, milk, dried fruit, and vegetable oil), 
certain mineral products, wood and paper products, 
motion pictures, and electrical equipment have been 
favorites. 

Some associations have handled goods that aie 
normally branded or trademarked, but manufacturers 
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have generally been unwilling to risk the substitution of 
a common association label 01 tuulcmaik foj their own 
paiUcular brands. It would appear that highly specialized 
and well-known biancletl products generally aie able and 
prefer to "go it alone." A notable exception is the 
machine tool associations, which weie organi/ed chiefly 
to provide technical assistance and ciedit in markets too 
small to support sepaiate facilities foi each exporter, but 
even in this instance the goods are maiketed under 
member's individual biand names. 

Forming on Export Association 

Legal foimahlies loi Hutting up a Webb-Pomerene 
association aie simple. The Act requites only that the 
association Hie with the Fedeial Tiadc Commission 
(FTC) within 30 days after its organization. 

o A veiified wntten statement setting forth the 
location of its offices 1 01 places of business, 

e Names and addresses of ail its officcis, stock- 
holders and membeis, 

If incorporated, a copy of the ceitificate or 
articles of incorpoialion and by-laws, 01 if unin- 
corporated, a copy of the ai tides 01 contiact of 
association, 

The Act also lequiies associations to file on the first 
of Januaiy eveiy yeai a statement incorporating any 
changes in the above information which may have 
oecuned during the calendai yeai. No other icgulai 
repoits are requited loi legistiation, though the Federal 
Trade Commission which admnisteis the Act, may, 
from time to time, lequue information from the 
association conceimng its organization, business con- 
duct, piactices, management, and i elation to other 
associations, coipoiatrons, partneiships and individuals. 
If the Commission has reason to believe that the law 
has been violated, it investigates and then makes 
recommendations foi leadjustinenl of the association's 
business. Should an association fail to comply with the 
recommendations, the Commission tefers the matter to 
(he AUoiney Geneial for uppiopriate action, 

Oidmaiily an expoit association is foimed at a 
meeting of repiesenlalives of the industiy involved, and 
in some instances all producers mteiested in expoit have 
been invited to join. Some associations, thciefore, 
represent a huge percentage of an industry or a large 
proportion of the cxpoil commodity to be sold, but this 
is not always tiue. Also there may be more than one 
association within an industry. 

No expoitei seeking membership in an association is 
known to have been refused although memberships in 
some instances are limited. When the Act was passed, the 
fear was expiessed that an exporter would have to turn 
over all of hrs existing business to an association on 
joining, This has not proved tine, however, since 
members of some associations have continued tlieii 
independent efforts outside of the association. Such 
independence tends to weaken the association and laise 
objections by other members, 

In most instances the assocrations follow the lines of 
cooperative organizalion-that is, they usually opciate 
on q nonpiofit or expense basis. If the association is 



incorporated, stock mav be divided with refeicnce to 
size or volume of exports, or the stock may be of 
nominal value with each member holding one share. If 
the association is not incorporated, the initial member- 
ship fee is usually the same for all members, but 
assessments to meet expenses are on a commission basis 
or represent a percentage of sales made for each 
member. 

Nature of Exemption 

The Sherman Antrtiust Act, which prohibits con- 
tracts, combinations or consptiacies in restraint of trade, 
and monopolisation, also applres to commerce with 
foreign nations, including U.S export and import trade. 
Section 2 of the Webb-Pomerene (Export Trade) Act 
exempts from these prohibitions associations formed for 
the sole purpose of engaging in export trade and actually 
engaged solely rn export trade. The exemptron includes 
agreements made or acts by the assocration in the course 
of export trade. 

Exemption under the Webb-Pomerene Act, how- 
ever, applies to any association operatrng under the aegis 
of the Act only if it does not do any act which 
"artificially or intentionally enhances or depresses pirces 
within the United Stales of commodrtres of the class 
exported by the association, or substantially lessens 
competition within the United States or otherwise 
restrains trade therein." 

In explarnmg this piovisron, the Senate Committee 
on Interstate Commerce stated: 

"While we realize that any sales in foreign com- 
meice may incidentally and temporarily result in the 
increase in prices of the same article to home consumers, 
these associatrons ought not be permitted to so conduct 
their affairs as to artificially or intentionally and unduly 
enhance pikes of the commodities in which they are 
dealing to the home consumer." 

Section 3 of the Webb-Pomerene Act provides an 
exemption from the merger provisions of Section 7 of 
the Clayton Act with respect to member companies 
buying stock in an export trade association, thereby 
making it legal for competing sellers to join together if 
there is no restraint of competition within the United 
States. 

Section 4 of the Act broadens Section 5 of the 
Federal Trade Commission Act to include unfair 
methods of competition used in expoit trade, "even 
though the acts constituting such unfair methods are 
done without the tenitorial jurisdiction of the United 
States." 



Association Functions 

The purpose of the Webb Act is to encourage the 
export of U.S. pioducts. The association may serve as 
export agent for the member companies, taking orders, 
negotiating sales, and handling the shipment of the 
goods. Or, the association may purchase the members' 
products for resale in foreign markets, under terms and 
conditions agieed upon by the members. 



57 



Some associations employ agents and maintain 
ottices abroad The expense of developing the sale of 
members' products through advertising and introducing 
them in new markets nuy thus be shared by all the 
members. The association may bid on and secure large 
orders for shipments over a long period, which a single 
company could not handle. It can fill orders (or a variety 
of grades, styles and dimensions by allocating the 
business among members 

I'nce-lixmg, allocating quotas tor export, setting 
agreed terms of sale, and adopting uniform sales con- 
tracts are o tiler association functions. Through the 
association's power to make joint shipping arrangements, 
important savings may be effected, 

Practically all of the associations perform informa- 
tional services for the members They collect and 
disseminate trade information on market conditions 
abroad, foreign credits, stocks available for export by 
the members, (he foreign exchange situation of certain 
foreign countries, tariff requirements, shipping rules and 
regulations, foreign laws affecting foreign trade, and 
other data of value to U.S lirms seeking export business. 

Not Exempted 

In Federal Trade Commission recommendations for 
readjustment and m court decisions generally, the 
following conduct has been found to be outside the 
Webb exemption (the list is not intended to be a 
complete catalog of all possible illegality) 

Combination or joint operations with foreign pro- 
ducers; agreements with U.S firms winch are not 
association members; establishment of joint manu- 
facturing foreign subsidiaries, restrictive joint licensing 
activities; restriction of members' patents, preventing 
import;, into the United States; denying members giving 
reasonable not ice- for example, 1 year- the right to 
withdraw from the association, or foicing former mem- 
bers to export through the association indefinitely, 
accepting foreign customers or their representatives into 
an export trade association, requiring members to sell all 
their products in export exclusively through the associa- 
tion, 



Court Interpretation 

The amount of court interpretation of the Webb 
Act is limited, there have been only two cases which 
offer significant help. 

The most important court construction of the Act 
occurred in 1950 in a case in which a Federal District 
Court held illegal an arrangement by four American 
Webb association members to establish jointly factories 
in England, Germany, and Canada The decree of the 
court required termination of the joint control over 
these foreign companies and the court confined the 
-association's activities to the specifics of the statute- a 
combination tor engaging solely in export trade. 

The Department of Justice had argued that it was 
unlawful for the dominant U.S. manufacturers of coated 
abrasives, which contiolled four-fifths of the U.S export 



trade in that commodity, to combine toi tli 
exporting exclusively thiough one corpnr.tr h 
which they could iix pi ices, quotas, and iU ,tl 
in foreign markets. The couit noted, how i 1 . 
was not unlawful, stating 

"Now it may veiy well be that e^r. 
export company does inevitably atfeu nl - 
foreign commerce of those not in the JIUSH 
and does bring the members of the enterpji 
together as to affect adversely the member.' i 
in domestic eommeice. Thus, every expi>if 
may be a restraint, But if tlieie are only thf 
consequences an cxpoit association is imi ' 
restraint. The Webb-Pomerene Act is an tv 
Congressional will that such a restrain! -.K 
nutted And the courts aie required tn ; 
guidging suppoit to the policy of the \VVhl t 
Act as to the policy of the Sherman Act." 

The court staled further that "The u\i'. 
tour-fifths of an industry into one expert 
foieseen by Congress.. . and accordingly, < 
held that the association, which combined i 1 
entile industry could lawfully fix export pm. 
the court replaced the provision binding mu.' 1 
period of 20 years, by a "leasonablu v, Hi ! 
lowance." 

Although the FTC has never required !l< 
association engage in the export of ,1 sjun 
product, it was formeily of the opinion Mi <' 
export of pioducts which were produced, nut . 
or developed from domestic sources qualit - 
export tiade undei the Act. However, hj 1 > 
unpublished opinion the FTC liberalized Us \ 
include products with respect to which anv \<\ i 
production 01 processing took place in in. 
States, provided the piotluct was physical} 
from the United States, 

The attrition rate for associations has K 
high. The median life span for all assouan-u 
have dissolved is 4 to 5 yeais. A numbei tit .1 
expired during or immediately following tin- 
am! restrictions of Woild War II, although son 1 
were already weak and might have been dis-<I. 
war had not occurred. 

Aside from this, it seems that ch.mijnv 
conditions abioad resulting in loss of c 
clitions for U.S. suppliers has been a 
dissolution. 

No tabulation has yet been made ot all tii 
why individual members resign from tlinvin, 
tions, but the few replies received indicate if 
business- either export or domestic-ami tm-r 
pnmaiy causes 



Impact of Foreign Antitrust Laws 

One of the characteristics of the post-vKir c , . 
development of Europe is the increasing auenn n. 
paid to the effect on trade and investment ..i 
restraint of trade through agieements, urnd: 1 ,', 
and monopolistic positions in industry. 
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The European Common Maiket Tieaty of Rome 
contains in Aiticles 85 and 86 rules against piice-fixing, 
limitations on pioduction, muiketing, technical develop- 
ment or investments, divisions of markets, iliscninina- 
tion, and Lying agreements. The aim is to fiee all 
restraints on interstate flow of trade. These provisions 
are enfoit-eable by imposition of lines and penalties. 

In the applicability of the Tieaty antitrust pro- 
visions lo Webb associations, it would appear that if 
jgrcenieiHs and piacliees affect tiade among the member 
slates, the agieements aie subject to Aiticle 85 and may 
be outlawed legaulless of wheie they are made Thus, 
US. Webb-Pomerene export association action having 
the effect of dividing up Huiopean national markets and 
piohibiting expoit fiom one Common Maiket country 
to another might well be subject lo Article 85. However, 
no cases involving Webb associations in the Common 
Market have yet developed. 

It has been obseived ot Webb-Pomeiene associations 
that such combinations ol U.S business may logically 
cause concern to other counliies. In a lecent case befoie 
the Butish Restrictive Piaclices Coiut (National Sul- 
phuiic Acid Association Lid's Agieemenl), the Court 
upheld an agieement between (Biilish) buyers on the 
giounc.1 that it enabled the buyeis lo secure fair teims 
horn a picpomlerant scllei, a Webb-Pomeiene Associa- 
tion. 

Common Maiket expoit associations, howevei, aie 
exempt fiom the anlitiust sections of the Rome Tieaty 
nnd also unclei the anlitiust laws of Geimany, the 
United Kingdom, Belgium, Fiance, and the Netherlands, 
til least to the extent that they do not affect the internal 
maikel. The Gennan Law against Restraints of Competi- 
tion contains two main piohibitions directed primarily 
against hoii/.onlal and veitical lestnunts, both of these 
sweeping piosciiptions aie subject to many qualifi- 
cations and limitations, including the geneia! exemption 
of expoit caitels. 

A similar exemption is piovided in the Restrictive 
Trade Piaclices Act ot the United Kingdom. The Act, 
which proscnbes lestiictive agreements, provides certain 
gateways which if established to the Court's satisfaction 
save the agieemenl. One of the gateways is that 
"removal of the icstnclion would be likely to cause a 
leduclion in the volume 01 eaimngs of the export 
business which is substantial either in iclation to the 
whole expoit business of the United Kingdom 01 in 
lelation to the whole business of the said tiade 01 
industiy." 

Whelhei the Webb-Pomercne Act has any benefits 
to off ei is a question each industry and trade group must 
answci in teims of its own situation and problems. Some 
industry oiganizalions have commissioned special studies 
lo provide the mfoimalion nccessaiy to make a decision. 
Both the Department of Commerce and the Federal 
Tiade Commission offer their assistance in carrying out 
such studies. 

Industiy still has interest in the economic benefits 
to be denvecl from joint expoitmg. This is demonstrated 
by the lucent (September 1972) formation of Amatex, 
an association formed Lo push the export of textile 
machinery. Composed of 22 domestic producers, 



Amatex will offer complete package deals or turnkey 
operations to foreign textile mills Any domestic pro- 
ducer js eligible for membership. 

A Webb-Pom ere ne association may occupy the same 
status as an independent exporter so far as some 
government programs and helps aie concerned. For 
example, there appears to be no reason why a Webb 
group could not be formed as a Western Hemisphere 
Trade Corporation so as to qualify for lower income tax 
rates, if it complies with the requirements of relevant 
provisions of the tax code. Webb law associations also 
may avail themselves of opportunities offered by the 
financial aids ot the Export-Import Bank loans, guar- 
antees and expoit credit insurance. 

In addition to receiving the antitrust exemption 
provided by the Webb-Pomerene Act, associations may 
also qualify for the special tax benefits provided by the 
Domestic International Sales Corporation (DISC) pro- 
visions of the Revenue Act of 1971 (Public Law 
92-178). A Webb association can qualify for special 
DISC tax treatment if it is organized as a corporation If 
an association is not in coiporate form it may reorganize 
as a corporation and readily qualify as a DISC. A 
Webb-Pomerene Association which qualified as a DISC 
would have one-half of the Federal income tax on its 
export earnings deferred and could make "pioducer's 
loans" of the income thus deferred to its member 
companies or other export producers. 



ANNEX A 
WEBB-POMERENE ASSOCIATIONS 



Name andAddiess 

AFRAM Films, Inc. 
552 Fifth Avenue 
New York, N.Y 10036 

Amatex Export Tiade Ass'n 
No 100 W IGthSt. 
Wilmington, Del. 19801 

American Alfalfa 

Export Ass'n 
915 Spitzer Building 
Toldelo, Ohio 43604 

American Motion Picture 

Expoit Co. 
(Africa), Inc. 
522 Fifth Ave 
New York, N.Y. 10036 

American Railway Car 

Export Ass'n 
Room 1505 
11 East 44th St. 
New York, N.Y 10017 



Year Fanned Members 



Mar 1970 



Sept. 1972 



May 1966 



May 1961 



22 



Jan. 1957 



59 



American Wood Chip Ass'n Aug. 1974 

900 S.W. Fifth Ave 

23rd Floor 

Portland, Oreg. 97204 

Amertool Services, Corp June 1 949 

4701 Mai burg Ave. 
Cincinnati, Ohio 45209 

Amtan, Ltd. Aug. 1972 

100 West 10th St. 
Wilmington, Del. 19801 

Anthracite Export Ass'n Jan. 1952 

c/o John D. Jillson 

Secretary-Treasurer 

2115 North Second St. 

Hamsburg, Penna 17110 

California Dried Fruit Ass'n June 1925 

303 Brokaw Road 

P.O. Box270A 

Santa Clara, Calif. 95052 

California Rice Export Ass'n 1939-1942 

601 California St. Sept. 1947 

Suite 707 
San Francisco, Calif. 94108 

Flour Millers' Export Ass'n Aug. 1942 

860 Grain Exchange 
c/o Peavey Company-Flour Mills 
Minneapolis, Minn. 55415 

Fourdrmier Wire Cloth 

Export Ass'n Oct. 1967 

L62S EyeSt.,N.\V. 
Washington, D.C. 20006 

Kaolin. Clay Export, Inc. Aug. 1963 

170 Broad St. 

P.O. Box 667 

Red Bank, N.J. 07701 

Motion Picture Export Ass'n June 1945 

522 Fifth Ave, 

New York, N.Y, 10036 

North Coast Export Co. Sept. 1971 

4389 Campion Road 

Eureka, Calif. 95501 

Northwest Dried Fruit Ass'n May 1927 

c/o D. J. Duncan 
P.O. Box 23126 
Tigard, Oreg. 97223 

Ohio Alfalfa Export Corp. Feb. 1966 

2404SummitSt, 
Toledo, Ohio 43611 
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Pacific Agricultural Cooperative 

for Export, Inc. 
c/o Pillsbury, Madison & Sutro 
225 Bush St 
San Francisco, Calif. 94104 

Pacific Coast Agricultural 

Export Ass'n 

323 Monte Vista Ave., No. 206 
Oakland, Calif. 94611 



Pacific Coast Food Export Ass'n 
680 Beach St. 
6 San Francisco, Calif. 94109 

Pencil Industry Export Ass'n 

167 Wayne St, 

Jersey City, N J. 07303 



Nov. 1967 



13 



20 



20 



12 



12 



Phosphate Chemical Ass'n 

c/o Foley, Lardner, Holla taugh 

& Jacobs 
Mr. Howard Fogt 
815 Connecticut Ave., N.W. 
Washington, D.C. 20006 

Phosphate Rock Export Ass'n 
Suite 817 
910 I 7th St., N.W. 
Washington, D.C. 20006 

Plutonium Export Ass'n 
c/o Taylor R. Bnggs, Esq. 
I Chase Manhattan Plaza 
Room 4800 
New York, N.Y. 10005 

Plywood International 

c/o Schweppe, Rciter, Doohttle 

&Drug 

657 Colman Building 
Seattle, Wash. 98104 

Potash Export Ass'n, Inc. 

c/o Mr, Dean R. Gidney 

630 Fifth Ave. 

Room 2645 

New York, N.Y. 10020 

Pulp, Paper & Paperboard 

Export Ass'n of the U.S. 
90 Park Ave, 
New York, N.Y. 10016 

Sulphur Export Coip. 

375 Paik Ave. 

New York, N.Y. 10022 

Tatmex Export Corp. 

280 Battery St. 

PO. Box 2415 

San Francisco, Calif. 94126 



June 1963 



Nov. 1967 



Oct. 1939 



Aug. 1974 



Aug. 1970 



Oct. 1968 



Aug. 1964 



Sept. 1938 



Aug. 1952 



1922-1952 

Sept. 1958 

Mar. 1969 



11 



20 



19 
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USA-TUX Feb 1973 15 Walnut Export Sales Co , Inc. Oct. 1921 

1 1 1 Corcoian St 630 North College Ave. 

Dmluim, N.C. 27702 Suite 401 

Indianapolis, Intl. 46204 

Vegetable Oil Export Corp. Apr. 1958 4 Wood Fibre Export Inc. June 1970 

P.O. Box 246 877 Willamette St. 

Littleton, N.C. 27850 Eugene, Ore. 97401 



January 1975 
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By JOSEPH M. ^ 

Foreign Business Practices Division 



Many American businessmen, viewing Japan's phe- 
nomenal economic growth and its position as a leading 
trading nation, are seeking to establish moie contacts 
and to develop better opportunities in the Japanese 
market. They aie therefore highly interested in piolec- 
tion for then products, processes, industiial designs, 
trademarks, and other technical property lights in Ihat 
country. 

This article is intended to piovide such businessmen 
with (1) general information on the Japanese system of 
industiial property lights protection and (2) guidelines 
relative to procedural aspects of that system. 

Advanced Property Law 

Japan has well-developed patent, trademaik, and 
industrial design protection laws compaiable to those of 
the United States and other industrialized countries, 
although diffeiing in some details. Japan follows the 
same general piinciples, as do the induslialued Westein 
countries, of granting legally exclusive patent rights to 
the owner of an invention who applies foi such lights 
and whose invention meets the law's ciiteiia goveining 
novelty and patentable subject matter. Patents are 
gianted foi 15 years from the application's publication 
date; if more than 5 years have elapsed between the 
filing and publication, the life of the patent will be 20 
years from the application filing date. 

Regaiding trademarks, Japan has no prior usei 
requirement as a condition for registration, as does the 
United States. The first applicant foi a trademark is 
entitled to its registration and exclusive right to use the 
mark on the products for which it was applied. Aftei a 
lapse of 5 years, a registration becomes incontestable on 
certain giounds that might otherwise serve as the basis 
for its cancellation through legal proceedings brought by 
a third party. Anyone using in Japan, prior to the 
application date, a maik similar 01 identical to one 
already registered by someone else, may continue to use 
it, if his mark had become widely known m Japan pnoi 
to the other party's application. 

Tiademaiks are legistered for 10 yeais from legisla- 
tion date, and are renewable for similar periods. Protec- 
tion of industrial designs is also afforded thiough 
registration by the Japanese Patent Office. Registrations 
are granted to applicants based on criteria of novelty and 



acceptable subject inaltei of the designs. Dimition ol a 
design light is 15 yeais fiom legislation date. 

Japan is a membei of the Pans Union Intel national 
Convention foi the Protection ol Industiial Piopeily, 
adhered to by the United States and about 80 other 
countiies, which is the majoi intergovernmental agiee- 
nient in the patent, tradcmaik and industiial design 
fields. U.S. businessmen aie thus entitled to the sanu 1 
treatment under Japanese laws on these subjects as that 
Goveinment extends to its own nationals. 

U.S. businessmen are also extended certain special 
advantages, such as protection against urbitiaiy for- 
feiture of their patents, if not immediately woiked; 
and 1 year, aftei fiist filing a patent application in the 
United States, in which to lile a coiiesponding applica- 
tion in Japan and leceivc on the lattci the date ol the 
fiist filed application ("light of priority"). The piiurily 
penod is 6 months in the case of trademark and design 
applications. 

Unique Measures 

The Japanese Goveinment has taken several unique 
administrative measures to piohibil unfan piactices in 
expoit trade. 

Under the Ilxpotl-Imporl Tiansactions Law, an 
Expoit Tiade Contiol Oiclei (Cabinet (Older 37H, I'M'J) 
was issued permitting the Ministiy of Inteinational 
Tiadc and Industry to piohibit expoits of Japanese 
products likely to mfiinge patents, Uademaiks or designs 
legistered in the countiy of destination. 

The goveinment has also encouraged local indtisliies 
to establish national Design C'enteis to handle activities 
in piomoling new industiial designs and in pieventing 
exports of pioducts likely to mcorpoiatc foieign-owned 
legistered designs. Those m existence aie the Textile 
Coloi Design Centei, the Potleiy Design Center, the 
Uxpoit Genciul Merchandise Center (sometimes called 
the Sundiy Goods Design Centei) and the Machinery 
Design Centei. Undei an Export Commodities Design 
Law, ceitain Centeis have been given legal poweis to 
designate specific products that must be validated by the 
goveinment before they can be exported. Validation of a 
designated pioduct is gianled only if the Center deter- 
mines that its design does not imitate a design registered 
with the Center for such protection, 
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Mote intuiniiilion on the above piocedurcs and the 
protection they piovide, us well as on othei pertinent 
laws, is contained in tlie Foieign Business Practices' 
publication "Patents, Trademarks and Licensing in 
Japan" (OUR 73-04, Febiuaiy, 1973). This is available 
foi 50 cents fioin the Publications Sales Branch, Room 
1617, U.S. Department of Commerce, Washington, D.C. 
20230. 



Competent Counsel a Must 

It is pailiculaily impoilant foi an Amencan busi- 
nessman inteie.sled in doing business in Japan, or 
conccined about Japanese competition in world mar- 
kets, to secuie .is much piotection as lie can in Japan toi 
his pioducts, technology and othei industrial pioperty 
rights. Competent legal counsel should be letamed foi 
advice and assistance on the pioceduies to be followed 
in seeming such piolection. 

In Japan, as in most countues, a foieign applicant 
for patent, tiademark, 01 design lights must appoint an 
nttoiney domiciled tlieie to lepresent him m dealings 
with the countiy's Patent Office and in othei legal 
prosecutions 

It' an American turn or its U.S. legal representative 
needs assistance in selecting a foieign attoiney, lists of 
such altoineys practicing in these fields in Japan are 
avmlable tluough any ot the Commerce District Offices 
01 the Export Infoimation Division, U.S. Department of 
Commerce, Washington, D.C. 20230. 

The protection that an Amencan businessman can 
expect to receive against local copying of his pioduct, 
maikings 01 lechnology will depend primarily on the 
patent, tiademark and design protection lights he has 
acquned foi them in Japan. 

Also, it is difficult foi a businessman to secuie 
administrative lelief tluough the Japanese Ministry of 
Inleinalional Tiade and Industiy, 01 the Design Centers, 
in his complaint against copying unless such legal rights 
on his pioduct in Japan can be asceitamed. Legal 
piocedures aic established undei Japanese laws for tehef 
thiougli infiingement, cancellation 01 other proceedings. 

The U.S. businessman seeking ichef through admin- 
istrative 01 judicial channels in a complaint involving 
impairment of his lights should properly do so through 
his legal icpiesentatives in Japan. The U.S. Government 
is not in a position to undertake or interfere in legal pro- 
ceedings, 

For Immediate Help 

If a U.S. businessman has no representative in Japan 
or is in need of immediate assistance, his complaint may 



be forwarded to proper channels through the U.S. 
Embassy. 

When the Department of Commerce receives such 
requests for assistance it reviews the details to see that 
full information is provided on the complainant firm's 
patent, trademark and design protection position in 
Japan, as well as in the United States and elsewhere. Thrs 
information is usually required by the Japanese au- 
thorities 

Also of interest is whether the U S. businessman has 
sought infringement actron against the foreign manu- 
facturer and importers in the United States and 
elsewhere. Sufficient samples, photographs, and other 
materials should be made available to substantiate the 
allegations, If it appears that the mlormation is ade- 
quate, the matter will be referred to Tokyo. 

It is evident, from figures published by the World 
Intellectual Propeity Organization (WIPO) which ad- 
ministers the Pans Union Convention, that businessmen 
are becoming increasingly aware of the need for patent, 
trademark and industrial design protection m Japan. 
Latest available figures (as of Dec. 31, 1973) show that 
in lecent years U.S nationals have originated about 45% 
of the 27,000 to 30,000 annual patent applications fried 
by foieigners and have received about one-half of the 
9,000 to 12,000 patents granted each year to foreigners 
in Japan. U.S. nationals have also accounted for about 
one-half of the 13,000 to 16,000 annual trademark 
applications filed by foreigners, and of the 3,000 to 
4,000 trademark registrations granted to foreigners in 
that country, annually. U.S. natronals further account 
for about 40-45% of the 1,000 foreign design applica- 
tions filed, and about 50-60% of the 300 to 400 foreign 
design registrations acquired annually. 

Further statrslrcs on this subject are indicative of 
the important role Japan is assuming in the international 
industrial property rights picture As of December 31, 
1973, there were about 280,000 patents in force in 
Japan, placing rt fourth behind the United States 
(1,003,000), Canada (404,000), and France (398,000). 
Japan had more trademark regrstrations in force 
(692,000) than any other country that reports such 
statistics. The United States and France followed with 
about 375,000, each. Japan's design registrations in 
force totaled about ] 72,000 also more than any other 
country, followed by the United States and the United 
Kingdom with about 39,000 each 

The U.S. Embassy in Tokyo has pointed out that 
U.S, businessmen may find that important export as well 
as domestic business opportunities are being lost in 
Japan by failure to apply for protection of their patent, 
trademark, and design rights in that country. The basic 
responsrbihty for acqurring, maintaining and enforcmj 
such rights rests with the businessman and Iris lega 
representatives. 
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By VINCENT D. TRAVAGLINI,Ditector 
Office of International Finance and Investment 



Every firm engaged in international trade has 
occasion at some time to consider overseas licensing of 
industrial property rights and joint ventures witli foreign 
partners. A frequent pattern of market penetiation has 
been for companies to begin by exporting and go on to 
licensing and joint venture arrangements. Both are 
excellent channels for the exercise of what has been 
called the fomth Economic Freedom the Fieedom to 
Exchange Technology. 

Licensing Agreements 

The rights granted in foreign licensing agreements 
are of three distinct types: patent rights, trademaik 
rights, and know-how rights. The combination of these 
rights licensed in any particular agreement will depend 
on the respective resources and needs of the contracting 
parties, and on the products or technology involved 

Patents are limited monopoly rights conferred by 
the government of a country within its own area, and in 
accordance with its own laws and regulations. Ownership 
or control of a U.S. patent does not automatically give 
protection in other paits of the world or provide the 
basis for a license grant to a foreign concern. 

To obtain foreign patent rights the company must 
file a separate application in each country in which it 
desires protection. Under the International Convention 
for the Protection of Industrial Property, the person 01 
concern filing an original patent claim in one member 
country has a priority right of application for the 
corresponding patent right in other member countries 
for a period of 1 year following the original filing. The 
number of countries which belong to the Convention has 
been rising steadily and now stands at about 80, 
including all of the industrialized nations; the Soviet 
Union joined in 1965 and most of the other European 
communist countries are also members. 

Therefore, the U.S. company interested in securing 
foreign patent rights for licensing purposes should apply 
for these rights within 1 year after applying for the U.S. 
patent. The laws and regulations governing the registra- 
tion, use and protection of patents, trademarks and 
other industrial property rights are many and compli- 
cated. Any company interested in obtaining and ex- 
ploiting foreign patent rights, either directly or through 
licensing arrangements, should have the help of a 
competent patent attorney. 



Like patents, trademarks are a limited monopoly 
right granted by a government within its own geographic 
area. A U.S. company acquires its foieign rights by use 
and/or registration in each country in which it desires 
protection, and retains these rights by obseiving the local 
laws and regulations with respect to lenewals, fees, 
supervision and use of the icgistered marks. 

Unlike patents, which have a limited life of IS, 17, 
20 or othei fixed term of yeais, depending on the 
country, trademark registrations can be renewed. In this 
respect, therefore, a trademaik can be a more lasting 
right than a patent. They aie most valuable, of course, in 
connection with consumer goods and other products 
which retain their identity at the stage they are 
merchandised and sold to the ultimate consumer. 



Fast Action Required 

Trademark registration abioad is facilitated and 
protected by the International Convention in much the 
same manner as patent applications, but the piiority 
light of registration is limited to 6 months. Only by 
timely and wide- spread registration can a company be 
sure of having the right to use, and to keep others from 
using, its domestic trademark in foreign maikets. Regis- 
tration fees vary m amount but the cost pei country is 
relatively small. 

As in the case of patents, the owner can assign or 
sell his trademark in a given area, or can license its use to 
others. However, in the case of licensing he must in most 
countries undertake a supervisory responsibility beyond 
that icquired in patent licensing. 

While know-how is gaining recognition as a legal 
property right, it does not have statutory protection like 
that for patents and trademarks. So in granting a foreign 
company the right to use its unpatcnted know how, the 
licensing company is quite dependent on good faith and 
contractual safeguards for the protection of its owner- 
ship rights. 

While know-how rights can be licensed alone, and 
are frequently the most valuable consideration included 
in a licensing agreement, it is common practice to link 
them with a patent or trademark right when this is at all 
feasible. The know-how enhances the value of the other 
licensed rights, while the inclusion of a patent or 
trademark license gives the licensor a statutory basis for 
more control over the use of the licensed know-how. 
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Eight Licensing Advantages 

Not many companies confine their foieign opera- 
tions to licensing alone. Most fiims view licensing as & 
supplement to cxpoitmg, manufaeluimg, 01 both rather 
than its a sole means of enteung overseas markets 
Ilowevei, paiUculatly toi those who foi financial 01 staff 
limitations are limited in the lesouices they can devote 
to foieign business, this may be the most feasible 
method of penetiatmg an oveiseas market. Here arc 
some of the leasons companies have given for getting 
into loieign licensing. 

o Licensing opens the way to getting a foothold in 
foiuign nunkets without laige capital outlays. It is, 
Iherefoie, a favonte device foi small and medium-sued 

CO 111 p illl 1C S. 

9 Returns are apt to be quick ci in coming than in 
Hie case of manufacturing ventuies. 

The income fiom foreign licensing helps to 
underwrite costly lesearch progiams. 

Licensing enables a fiim to ictain markets 
olheiwise lost by impoit lestiictions 01 because it is 
being outpriced. 

Licensing can be used to test a foreign niaiket and 
then to seivice it without costly additions to pioductkm 
01 detracting fiom the , supply available foi local 
customeis. 

a To develop outlets foi components or other 
pioducts and to build goodwill foi other company 
pioducts. 

o To protect patents and trademaiks (e.g , against 
cancellation foi nomise}. 

To establish a company in countries which are 
sensitive to loieign ownership. 

In hazardous situations licensing can provide a local 
base without the lisk of investment. For example, some 
of the lisks of maikeling in the countries of Eastern 
Europe can be avoided through licensing airangements. 
Similarly, in the developing countries emeigent industry 
often pi ovules the basis foi technical assistance in a 
gradually developing maiket that could not justify a 
majoi investment and thai may be closed to imports by 
taiil'fs or othei haulers. 



Reciprocal Benefits 

Some licensors consider the acquisition of foreign 
license rights one of the majoi benefits to be gained 
from licensing operations. Foi this reason reciprocal 
license giants are frequently made in a manufacturing or 
patent licensing agieement as partial compensation, for 
the lights and know-how made available by the licensor. 
Where a foreign licensee lias no reciprocal rights 01 
know-how to offer the licensor at the time a licensing 
agreement is concluded, it is often cusLomaiy to include 
in the licensing contract a grant-back or feed-back 
commitment with respect to the lights and know-how 
supplied by the licensor. 

All should be aware of the principal hazards and 
disadvantages of licensing as a marketing technique. 



Every licensee is a potential competitor. However, 
if the arrangement is truly of mutual benefit, both 
parties will want to perpetuate it and continue to 
exchange know-how and product improvements. 

Licensor control over the licensee's manufacturing 
and marketing operations is rarely completely satis- 
factory, This can lesult in damage to your trademarks 
and company reputation. The technique for averting this 
problem lies in careful investigation before selecting a 
licensee, and maintaining quality control whenever a 
tiademark or trade name is licensed. 

Licensing is probably the least profitable way of 
exploiting a foreign market On the other hand the risks 
and headaches are usually less than investing, although 
perhaps more than exporting. Moreover, licensing may 
represent the only way to enter certain markets and the 
return, although small, is better than losing out alto- 
gether 

Before turning to the government services which can 
help you in licensing operations, it is revealing to note 
briefly the part it plays in our international balance of 
payments. 

Licensing Earnings 

It is very difficult to measure the actual money 
payments on licensing account to and from all U.S. 
firms. However, fairly tellable estimates have been 
developed which at least give an idea of their general size 
and the trends. These figures cover payments for the 
licensing of patents, trademarks, and know-how, and 
include income fiom copyrights and management fees 
directly connected with the transfer of intangible prop- 
erty. 

In 1974 payments to Americans from foreigners in 
connection with the licensing of intangible property 
were $3.67 billion, divided $2.87 billion in payments 
from direct investment sources abroad and $800 million 
from nonrelated foreign firms. This represented an 
increase of about 13% over the 1973 total of S3.25 
billion. These figures also include management and 
service fees connected with licensing. Over the years 
income from direct investment licensing has increased 
more than income from licenses with nonrelated firms. 

On the other side of the ledger, payments from the 
United States to foreign licensors of industrial property 
have also risen steadily from year to year. In 1974 these 
out payments amounted to approximately $405 million 

Thus, the United States had a favorable balance as 
far as licensing is concerned of some $3 27 billion in 
1974 and $2.87 billion in 1973. These figures, It should 
be noted, reflect only pure royalty and fee payments If 
one takes into account the merchandise shipments which 
frequently accompany licensing arrangements, the earn- 
ings attributable to licensing would be much larger. 

What help does the government provide to firms 
that want to engage in licensing transactions? There are a 
number of pertinent programs, most of which have been 
emphasized and expanded in recent years as an impor- 
tant part of the national effort to combat the balance of 
payments deficit. 



65 



Government Aids and Services 

The Department of Cornmeice can provide eco- 
nomic marketing and financial infonnaUon, some of it 
free, and some Jt a veiy low cost where special sei vices 
art required 

It can provide tiade lists to help in finding cus- 
tomers, distributor, agents and licensees abioad, world 
trade directory icpoits containing basic commercial and 
financial information on specific foreign fnms and 
individuals, and all kinds of customs, tax, and legal 
information, including patent and trademark legislations 
abroad. 

Two seivices aie available from the Depaitment of 
Commerce to help persons or companies find a qualified 
licensee abroad. If the potential licensor wishes to 
address his appeal to a wide audience in many countries, 
the Department will arrange to publish the proposal in 
Commercial News - a monthly publication sent to all 
Foreign Service Posts. If the American fnm can identify 
three to five countries of particular interest, the Depart- 
ment will lequest the Foreign Service to canvass the 
local business community and identify the most prom- 
ising prospects. For further infoimation wnte to Foreign 
Investment Seivices Staff, Office of Export Develop- 
ment, Room 4021, U.S Department of Commerce, 
Washington, D.C. 20230. 

The Buieau of International Commeice (BIG) peri- 
odically sponsois trade missions to potential foreign 
markets. The missions are basically selling teams sent out 
to develop business opportunities. The mission members 
talk in person with foreign businessmen. They take with 
them specific business pi oposa Is submitted by American 
firms. The teams include experts in vanous lines of 
business and industry, often including persons ex- 
perienced in licensing techniques. They letmn with 
proposals and offeis submitted by foieign fnms and 
these are made fieely available to the business com- 
munity. 

BIC also reviews reports submitted by U.S. Com- 
mercial Officeis abioad foi tiade, investment and li- 
censing opportunities. Most of them aie published in 
Commerce Today and receive furthei dissemination as 
well. A good proportion of these opportunities icpoit on 
the interest of foreign companies in U.S. patent, 
trademark or other piopeity nghts. 

Information on these and othei Commerce seivices 
is available from Department's District Offices through- 
out the country. 

The Overseas Pnvate Investment Corporation 
(OPIC) seeks to increase investment by U.S. pnvate 
enteiprisc in the economics of free less developed 
countries by guaranteeing investors against certain politi- 
cal and business risks. Specific lisk guaianties are 
available in most less developed counUies against any or 
all of the following risks, inability to convert earnings or 
return of the original investment into dollars; loss due to 
expropiiation; and damage to property resulting from 
war, i evolution, or insuircction. 

Guaianties are issued to cover an investment in the 
fonn of a licensing agi cement for the use of patents, 
processes and techniques in exchange foi royalty pay- 



ments. Oidmanly, howevei, an agreement calling tor 
payments ot loyallies 01 fees will not be eligible for 
guaianties unless the investment is intended to extend 
for at least 5 years. 

Congress specifically included these intangible assets 
in the investment guaianty progiam to enctnnage- the 
spread of advanced technological methods. Trade names, 
trademarks and goodwill, while often closely associated 
with the license of patents, piocesses and techniques, aie 
not eligible for guaranties The maximum convertibility 
coveiage obtainable undei a licensing agieemcnt is the 
sum of the loyalty payments ovei the life ol the 
contiact. The mvestoi must fuinish Ol'IC with a copy of 
the licensing contiact and substantiate both the leason- 
ableness of the royalty late and the estimate of loyalty 
payments. 

Attitudes abioad aie favorable to both licensing and 
joint ventwcs. Some 60 governments have adopted 
special legislation or policy statements iclating to the 
conditions foi the investment of piivatc capital. Some of 
these laws apply to the licensing of indusliial piopeity 
and their provisions should be checked to see if the 
benefits provided aie available to licensing agreements. 
The laws usually covei such mallei s as piovisums 
relating to entry and appioval piocedmes, assuiance 
against expiopnation, right to transfei ptofits and 
capital, limited exemptions fiom income and property 
taxes, and exemption fiom payment of certain import 
duties. 

Most goveinmeuts aie positively favoiable to both 
licensing and joint ventures because of thiee piincipal 
factois: (1) import substitution with cost savings; (2) 
export possibilities; (3) training of local management 
and technicians in modem business and industiial 
methods. They aie cautious, howevei, because of the 
foreign exchange costs and because ol the possible 
impact on domestic competitois 



Tax Considerations 

The enactment of the Tax Revision Act of 1 ( J62 
inteuupted the gi owing use of U.S.-contiolled foieign 
subsidianes to cany on licensing operations. However, 
one of the prime incentives foi licensing continues to be 
the much lowei loyally tax on patents, tiademarks and 
othei seivices over coipoiale rates, Undei double taxa- 
tion treaties, loyalties icceived foi copynghts, patents, 
tiademaiks, etc., aie either exempt fiom tax 01 taxed at 
a reduced late. The U.S. has tax treaties in foice in all of 
the Common Maiket counliies and in all Uuiopcan Ftee 
Tiade Area counliies except Portgual. 

The U.S. Government has also attempted to include 
provisions in tax treaties with most of the developed and 
a few of the underdeveloped counliies which would 
encouiage technology tiansfei through licensing. These 
treaty pi o visions characteristically piovide, subject to 
piescribed conditions, that royally income fiom indus- 
trial and intellcctural property licenses ate exempt fiom 
the imposition of income taxes by the souice counliy, 
provided the license: has no permanent eslabhshmenl in 
the so nice counliy. "Royalties" for this puipose include 
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(ft) copyiighls, aitistic 01 scientific woiks, patents, 
designs, plans, secret processes 01 formulas, trademarks 
01 (b) intormalion concerning industrial, commercial or 
scientific knowledge, expeneiice or skill. 

Some Current Developments 

There aie some oilier developments and projects of 
general mteiest which will have the effect of assisting the 
prospective inlui national licensor. 

One pioblem aiea is patents. The very large 
increase in applications is taxing existing facilities and 
causing what has been called an "mtei national patent 
crisis," As a result, countries having an examination 
system have been confronted with large backlogs of 
patent applications. Duplication of effoit contributes 
heavily to these backlogs since about half of all 
applications filed are duplicates of applications filed 
elsewhere. This situation is one of real gravity because 
U.S. pei sons and turns file more patent applications 
abioad than nationals of any othei country. The 
problem is furthei aggravated by differing national laws 
ami pioceduies. 

To meet this problem the U.S. Patent Office is 
walking with othei counlnes to simplify and unify the 
patent application foimalities prescribed by national 
patent laws, to achieve a uniform system of patent 
classification, and to agiee on ceitain basic principles of 
patent laws. 

A Patent C'oopeialion Tieaty (PCT), adopted in 
June 1970, by the United States and about 20 countries, 
would simplify intci national filing piocedures by al- 
lowing a patent applicant to file one application at a 
central souice. Such a filing would have the effect of a 
filing in eveiy membci country where he desires protec- 
tion. The Ticaly also calls foi centralized patent search 
and examination pioceduies and allows a patent appli- 
cant 20 months, instead of the more typical 12-month 
period, in which to complete his application documents. 
The PCT will entei into force when ratified by eight 
countries, foui of which must have majoi patent 
activity, llowevei, the United States cannot deposit its 
instalment of unification until implementing legislation 
is enacted. 

Consideration is also being given to U.S. parti- 
cipation in an international trademark convention. This 
would make it possible to centralize protection of 
tiadematks in an international registration. One legistra- 
lion would suffice foi all the membra countries. The 
consideiablc saving in time and money is indicated by 
the fact that theie aic 150 independent trademark 
jmisdictiom thioughout the world, according to the 
tabulation of the U.S. Trademark Association 

In June 1973, the United States participated in a 
negotiating confeience which adopted a new Trademark 
Registration Tieaty (TRT) designed to simplify inter- 
national Uademark filing and lower costs. The TRT 
piovides that for a single fee a trademark application can 
be filed with the World Intellectual Property Organiza- 
tion in Geneva. The filing of a TRT application will have 
the effect of a filing in each country designated thereon 
by the applicant. The mark, aftei filing, will then be 



published and circulated by WIPO to member countries 
whereupon each country designated by the applicant has. 
15 months within which to refuse registration under its 
national law. It no timely refusal is indicated by a 
designated member country, the mark is deemed regis- 
tered there The TRT is not yet in force. 

On December 3, 1968, the United States de- 
posited instruments of accession to five international 
customs conventions These conventions to which the 
Senate gave its advice and consent to U S accession on 
March 1, 1967, are as follows 1) Customs Convention 
regarding ECS Garnets for Commercial Samples: 2) 
Customs Convention on the ATA Carnet for the 
Tempoiary Admission of Goods, 3} Customs Convention 
on the International Transport of Goods under Cover of 
TIR Garnets, 4) Customs Convention on Containers, and 
5) Customs Convention on the Temporary Importation 
of Professional Equipment. 

Together, these conventions facilitate the tem- 
porary, duty-free entry into member countries of a wide 
variety of articles, and ease the customs clearance 
proceduie foi goods in transit Each of the conventions 
is in force with respect to all of the major trading 
countries of Europe as well as several other countries. 
U.S adherence to the international carnet system is 
helpful to firms which need temporary duty-free entry 
privileges in connection with their licensing activities. 

Another measure helpful to licensing is the 
United Nations Convention on the Recognition and 
Enforcement of Foreign Arbitral Awards. This conven- 
tion is designed to facilitate the recognition and enforce- 
ment by foreign courts ot arbitral awards granted in the 
Unrted States, as well as similar action by our courts 
with respect to foreign arbitral awards. U.S adherence 
encourages further use of arbitration by American firms 
in their foreign sales, investment and licensing activities. 

Export licensing controls apply to the export of 
technical data. There are now two general licenses, 
General license GTDA authorizes the export to all 
destinations of 1) data that have been made generally 
available to the public in any form, 2) scientific or 
educational data not directly and significantly related to 
design or production, 3) data contained in an application 
for the forergn filing of a patent, provided that the 
patent application has been filed abroad in an "earlier 
publication country." A second general license desig- 
nated GTDR authorizes the export of technical data not 
exportable under the provisions of general license GTDA 
subject to specific restrictions depending on the desti- 
nation. Exports that do not meet the conditions of 
either general license GTDA or GTDR, require a 
vahdated license. 

Licensing relationships often involve or lead to joint 
business ventures. Such ventures include any business 
activity where management is shared by two or more 
collaborating firms. 

During the past 15 years the number of joint 
ventures has sharply accelerated and they have become 
an important part of the international business scene. 
Joint ventures aie to be found in the oil consortia, 
construction projects, companies exploiting basic metals 
and in manufacturing. 



67 



As 111 the case of licensing, one of the strongest 
appeals of joint ventures is that they substantially 
reduce, by the amount of the partners' contributions to 
the venture, the political and economic nsks that are the 
principal obstacles to direct foreign investment. The 
presence of a local partner not only guards against 
government encroachment or outright expropriation but 
also helps to protect the venture against the nationalistic 
feelings existing in many countries, winch alien lead to 
restrictions and discrimination against foreign investors. 

According to d survey made by the National 
Industrial Conference Board there are several psycho- 
logical and technical advantages to an international joint 
venture. There is a valuable pooling of resources, ability, 
and experience between local and foreign partners. 
Together the partners supply capital that either one 
alone would not want to risk or could not raise. Local 
partners contribute knowledge of local management 
methods, customs, laws and business practices, and 
provide access to customers and labor markets in the 
area. 

Joint business ventures are the preferied form of 
doing business in the eyes of many less developed 
countries. They look to the foreign partnei to bring 
needed technology and capital to build basic industry 
and supply needed services, as well as to expand exports. 
At the same time joint ventures give local businessmen 
the opportunity to maintain some share in the profits 
and in the management of enterprises established locally. 

The primary objection to joint ventures laised by 
executives who prefer wholly owned enterprises is that it 
involves loss of freedom of action in production and 
marketing operations. Shared ownership means shared 
management and profit. Partners must be convinced that 
a change is necessary before it can be clone 

Difficult decisions confront corporate managers in 
considering joint venture opportunities The main issue 
largely centers on the matter of contiol. If assured 
control is desired it can be achieved only through 
ownership of a majority of the voting stock of the joint 
enterprise. Control is particularly impoitant in the cases 
of dividend policy, recapitalization, majoi expansion, 
borrowing money, selection of management, acquisitions 
and dissolution. Degree of control needed foi a given 
action varies, of course, among jurisdictions. 

Dividend policy in particular is a matter on which 
joint-venturers can easily get at loggerheads. This is 
particulaily true if one party is a corpoiation and its 
partners are individual investors. The corporation would 
probably favor a policy of building the business from 



retained earnings. The partners, on the othei hand, 
would frequently have as their chief interest maximum, 
immediate dividends. 

Amencan companies also have to consider nowa- 
days the possibilities of joint ventuies with a foreign 
government as a paitner. Tins soil ot relationship 
imposes an entirely new set of conditions with which 
most U,S. industry is unfamiliai. Generally speaking il is 
not an arrangement which companies would select if 
they had any othei choice. The inci eased use of 
state-trading entities in ceitain countries, however, piob- 
ably indicates that this type of joint vent me will be the 
prevailing vehicle for some countries and that failuie to 
accommodate to it may involve losing the maiket. This 
type of venture will be found in some Soviet bloc 
countries, less developed countries, and in even a few 
countries of Western Euiope. The natural hesitancy of 
U.S. firms to become involved in this type ot arrange- 
ment is not fully shaied by Western European firms, 
which have branched out into bloc countries via the 
joint venture loute 

Acquisition is probably favored by most companies 
as a bettei means of obtaining a fair share of a maiket. 
The acquired company probably has a distribution 
network in the country and in expoit maikcls, Here 
some caution is indicated since in many counliies 
difficulties and expenses may be met if it becomes 
neeessaiy to teiminate distributorships. 

One U.S. manufactuier wilh abundant experience 
on the question says theie are basically thiee instances 
wheie joint ventuies seem appiopnate. 

When the company lacks capital 01 personnel 
capabilities to expand its inteniational activities other- 
wise 

When the company seeks to enter a maikcl where 
wholly owned activities aie prohibited, and 

Wheie it may enable the company to utilize skills 
of a local paitner 

Some U.S. enterprises have adopted a policy of 
operating in foreign countries only on a joint ventuic 
basis. They have found that for I hem the best method of 
operation is to shaie equity owneiship and control with 
nationals of the country. Generally speaking the trend 
toward joint ventuies is desirable as long as il i effects 
the voluntary decision of the business enterprise con- 
cerned. However, the subject of joint ventuies is so 
complex and the problems are so variable that gen- 
eralized opinions aie very nsky. The decision depends on 
the facts of each case and is up to the individual firm to 
decide one way or the oilier. 
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For more data 

U.S. firms considering the possibility of licensing or joint ventures abroad may find a variety of reference 
works of interest. Among such publications are: 



Appraising Foreign Licensing Performance, by 
Enid Baird Lovell, Studies in Business Policy 
#128, National Industrial Conference Board, 
New York, 1969. 106 pp. $3.50 to NICB 
members. 

Practical Patent Licensing, by Albert S. Davis, Jr. 
Practising Law Institute, (Vol. I) New York, 
1966. 311 pp. $15.00; (Vol. II) 1969,247 
pp. $26.00. 

International Licensing Agreements, by Gotz M. 
Pollzien and George B. Bronfen. Bobbs- 
Merrill, Indianapolis, 1965. 426 pp., $22.50. 
2nd Ed, 1973, $35. 

Industrial Property Rights Overseas, American 
Management Association, New York, 1964. 
40pp. $1.50 to AM A members. 

Trademark Licensing: Domestic- Foreign. The 
United States Trademark Association, New 
York, 1962. 90 pp. $2. 

Forms and Agreements on Intellectual Property 
and International Licensing, by L.W.Melville. 
Clark Boardman Co., Ltd., New York, 1972, 
400 pp loose leaf volume, $30. 



Licensing in Foreign and Domestic Operations, 

by Lawrence J, Eckstrom. Revised third edi- 
tion (1974) Clark Boardman Co., Ltd. - Sage 
Hill Publishers, Inc., New York, volumes 1 
and 2, $85. 

International Trademark Protection, by Eric D. 
Offner. Fieldston Press, New York, 1965. 285 
pp. $20. 

Foreign Licensing Agreements: 1. Evaluation and 
Planning, Studies in Business Policy #86, 

National Industrial Conference Board, New 
York, 1958. 88 pp. $3 to NICB members. 

Foreign Licensing Agreements: !l. Contract 
Negotiation and Administration, Studies in 
Business Policy #91, National Industrial Con- 
ference Board, New York, 1959. 96 pp. $4 to 
NICB members. 

Joint Ventures with Foreign Partners, National 
Industrial Conference Board, New York, 
1966. 92 pp. $3 to NICB members. 

Joint International Business Ventures, by W.G. 
Friedman (ed.J and George'Kalmanoff, fed.) 
Columbia University Press, New York, 558 
pp. 1961, $15. 
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By VINCENT TRA VAGLINI, Director 
Office of International Finance and Investment 



Most countries have favorable attitudes toward joint 
business ventures and welcome the receipt of technology 
and know-how through licensing anangements. This is 
Likely to hold true regardless of any reservations they 
may have about foreign ownership of local business 
through direct subsidmiy operations of foieign com- 
panies. 

Many countries have gone so far as to provide 
special benefits by law to certain types of foreign 
investment. The laws usually cover such matters as 
provisions relating to entry and approval procedures, 
assurance against expropriation, rights to transfer piofits 
and capital, exemptions from taxes, and remission of 
certain import duties 

At the same time there is a growing disposition 
abroad to subject foreign entry to scrutiny in various 
ways. There may be requirements that prior approval 
be obtained for the project, either as a condition for 
starting up or in order to assure the parties that their 
foreign exchange needs will be satisfied. Restrictions on 
the local partner are apt to be examined carefully, 
especially restraints on exports. Some governments 
interfere in the setting of royalty rates while others are 
sensitive to possible adverse effects on domestic com- 
petitors. 

Americans doing business abroad must of couise 
take account of our laws. These do not indicate any bias 
either for or against joint ventures or licensing On the 
whole they leave the choice of mode of operation 
abroad to the business judgment of the parties con- 
cerned, absent adveise effects on U.S. domestic com- 
petition or foreign trade. 

Aside from those governing entry, governmental 
rules of primary interest to firms investing or licensing 
abroad are those relating to organizational forms, taxa- 
tion, industrial property rights and business practices In 
addition one should be aware of U.S. controls on the 
export of goods and technical data, as well as govern- 
ment-administered guaranties and informational services. 

JOINT VENTURES 
Organization 

Ventures involving local inteiest and foreign in- 
vestors are usually organized under one of the forms of 
business organization available under the law of the 
country where the business will operate There are many 



forms of business oigamzation, of couise, in the dif- 
ferent countries. They vary in nature depending on local 
usage and on whether the country has British common 
law origins or civil law. 

Generally speaking, any of the available business 
forms may be suitable as a vehicle for a joint ventuie. 
However, the civil law corporation or English law public 
company is the most widely used foini tbi piotluctive 
enterprises organized as joint Ventures. Its flexibility and 
adaptability to effective centralized management gene- 
rally make it the most advantageous foim of oiganiza- 
tion for large-scale joint ventuies. 

Another factoi which may influence the use of the 
local law equivalent of the corporation is that the laws 
relating to matteis such as mmoiily stockholder, 
preemptive rights and rights and duties of dnectoit, aic 
more apt to be established. Also, if there is to be public 
equity paiticipation, the coiporation is Hie only piac- 
ticable alternative because it is usually the only company 
foi m in winch the shaies are readily tiansfeiable. 

If equity participations aie to bo closely held the 
Limited Liability company, a business foim pecuhai to 
civil law systems, is suitable for joint ventuies of modest 
size. Like the corporation this type affouls limited 
liability and continuity of existence. Unlike the coipora- 
tion the rnembeis' shares can be transfened to a 
nonmembcr only after consent and aftei othei members 
have declined to exeicise a pnoi option to purchase The 
Limited liability company is usually subject to less 
regulation than the corpoiation and may also beai a 
lower lax buiden. 

Participants may wish to oiganize the enterpme 
under the law of a second countiy, and operate thejoml 
ventuie as a branch. Reasons for doing so include a 
desne to minimize taxes, or to withdraw piofits to a 
second country where they may be accumulated fiecof 
danger of currency depreciation, political instability 01 
exchange lestnctions. Despite its atliactions this foim 
will raiely be used in joint ventuies intended to operate 
in less developed countiies, mainly because tax holidays 
and other investment incentives may not be available if 
the proposal involves the organization of an enteipnse in 
a foreign country to which profits can be withdiawn. 

Tax Aspects 

The place where the joint venture is incorpoiated is 
often ciucial for tax purposes. Corporations created in 
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the United Sl-ites me taxed tieie on their woildwide 
income, t'oiporations created in a foreign land aie 
generally taxed hen; only on income derived fiom 
somces in the United States. 

Organizing as a branch of a U.S. company would 
subject the joint ventuie to U.S. tax. If the venture is to 
be in Latin Atneiiea, there is a 14 percentage point 
income tax rate advantage- in forming a Western Hemi- 
sphere Tiade Corporation (WIITC), For example, 
WHTC's are used by many manufacturers to carry on 
Ihelr opeiations in Canada and South America, 

Foicign corporations have often been used in lieu of 
WHTC's with the result that no U.S. tax is payable, 
instead of meiely the 14 percentage point reduction in 
tax, U.S, tax on foreign source income earned by foreign 
corporations is defence! 01 postponed until the foreign 
coipoiation pays dividends to U.S. shareholders There is 
a very impoiUint exception to tins dcfcnal rule. The Tax 
Revision Act of 1962, which completely revamped the 
foreign income provisions of our Tax Code, made certain 
income of U.S. controlled foreign corporations immedi- 
ately subject to U.S. tax. This legislation was aimed 
principally at I he use of foieign base companies formed 
in low-tax jurisdictions to avoid paying taxes on divi- 
dend, interest, loyally and other receipts. 

The foreign coiporation in most cases will pay some 
foreign income tax. This payment may be credited 
against U.S. income tax. If the foieign tax late is lower 
them Hie U.S. rate, a tax is paid to the United States on 
foreign so nice income at a rate equal to the excess of the 
U.S. ovei the foieign rate. When the foreign rate equals 
or exceeds the U.S. rate, the credit cancels U.S. tax on 
foreign soiuce income. The policy behind the foreign tax 
credit is to piovide neutrality as between domestic and 
foreign economic activity. 

The foieign lax ciedit applies only against foreign 
income taxes which have been paid. Suppose oui joint 
ventuie is operating in a country which allows it a 5-year 
lax holiday? In thai case the joint venture will pay full 
U.S. income tax at such lime as it distiibutes dividends. 
The tax holiday will then have been nullified to a large 
extent. 

This ciicumstance causes loud complaints from 
capital-importing countries. Tax incentives designed to 
attract new industries, especially those that will manu- 
facture export pioducts 01 replace imports, are quite 
common in the less developed areas. At one time the 
United States included in its tax treaties a so-called 
"lax-spaiing" piovislon winch in effect gave iccognition 
to LDC investment incentives by gianting U.S. tax 
credits for the foieign tax which would have been paid. 
However, the U.S. Senate refused confiimation to 
treaties containing such pi o visions and their use was 
discontinued. 

In view of the advantages of foreign corporations 
not subject to U.S. tax, why are they not used for all 
foreign opciations? The answer is that there are various 
rcitiictions on them which may deter their use. One 
important deteirent is the provision in our Tax Code 
limiting depletion allowances to domestic corporations. 
For this reason, the oil and aluminum companies and 
other industries engaged in extractive activities use 



Western Hemisphere Trade Corporations or ordinary 
domestic U.S corporations abroad. 

Another reason why foreign corporations might not 
be used is that such corporations are not eligible for the 
tax-free organization, reorganization and liquidation 
provisions of the Tax Code without a prior ruling from 
the Internal Revenue Service to the effect that such a 
Iransaction does not have tax avoidance as one of its 
principal purposes. Use of a domestic corporation to 
engage in foreign activities allows them to be formed and 
then liquidated back into .1 parent corporation or 
merged with other domestic corporations on a tax-free 
basis without having to obtain such a ruling. 



Antitrust Aspects 

There are very few decisions on the antitrust 
consequences of international joint business ventures. 
Those cases which have arisen concern combinations of 
major American and European firms who were actual or 
potential competitors in one or more foreign markets. 
The landmark cases involve giant corporations with 
worldwide operations and generally tlie circumstances 
involve arrangements between such companies and their 
foreign counterparts. 

It is clear that the Sherman Act includes foreign 
commerce. The language is specific "every contract, 
combination or conspiracy in restraint of trade or 
commerce. . ., with foreign nations. " is illegal. Tins 
prohibition has been applied to joint ventures between 
American and foreign firms. For example, the arrange- 
ment between the Dupont Company (U.S.) and the 
Imperial Chemical Industries Company (U.K.) to form a 
jointly owned Canadian subsidiary for the purpose of 
selling in Canada, was held by a U.S. court to be an 
attempt to divide the Canadian market. The decision was 
that one of the two companies must divest itself of its 
holding in the joint Canadian company. (100 F. Supp. 
514-1951) 

Possibly the most well known joint venture case 
resulting in a finding of illegality under the Sherman Act 
was U.S, v. Timken, 341 U.S. 593 (1951). Here an 
agieemenl not to compete between an American and 
two foreign companies interlocked by stock ownership 
was held illegal and not a legitimate "joint venture" as 
contended by the defendants. The defense was that the 
companies weie really a part of a single corporate family 
and therefore this was not the same as a division of 
markets between independent enterprises. 

Another type of joint venture situation was involved 
in U.S. v. Minnesota Mining and Manufacturing Co. 92 
F. Supp. 947 (1950). Here U.S. competitors established 
joint factories abroad with an understanding that tlie 
participants would sell through these joint foreign 
factories rather than export from the U S. The court 
considered this an unreasonable restraint of the foreign 
trade of the U.S. and required divestiture of stock in 
each foreign factory by all except one company. 

A joint venture, or the ownership and operation of a 
joint company, even among competitors, is not unlawful 
per se, but becomes unlawful if its purpose and effect is 
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to restrain or monopolize interstate of foreign trade. A 
joint company among competitors will be closely scruti- 
nized trom an antitrust standpoint just as will any 
agreement or cooperation between competitors. How- 
ever, it is not to be condemned on this tact alone. 

Joint ventures which include marketing in their 
actmties art- probably the most antitrust vulnerable. W. 
L. Fngate (Foitign Commerce and The Antitrust Laws, 
Little Brown, 2nd edition, 1973, p 366) states, "the 
cases seem to teach that joint marketing ventures 
between actual or even potential competitors will almost 
surely run into antitrust trouble." In tins connection, 
the courts have made little distinction between actual 
and potential competitors insofar as agreements not to 
compete are concerned. 

Joint manufacturing abroad, in itself, may not 
directly and substantially affect U.S. commerce. Even 
where U.S. commerce is affected, mere joint production 
not involving monopolization or other unlawful re- 
straints of U S. foreign trade is not unreasonable per se. 
However, joint production may lead to joint marketing 
and, as indicated, joint marketing between actual or 
potential competitors is likely to be found illegal. Where 
the competitors have a joint venture to obtain raw 
materials which they themselves use, the situation may 
be different, There may be sound economic reasons for 
joint production, such as sharing the high costs and 
unusual risks of production of raw materials in a foreign 
country. 

No antitrust difficulties should arise in forming a 
new foreign company in cooperation with local foreign 
investors who, for example, aid in financing a venture in 
return for a stock interest. Obviously if the local partner 
is well established in the same business the antitrust risk 
increases. In that case the American partner might cease 
or curtail exports from the United States which are 
competitive with the joint company. Other U.S. ex- 
porters would find that they were up against a combina- 
tion of two erstwhile competitors in the foieign market. 
And the foreign partner would be under some com- 
pulsion to restrict exports to the United States or to 
appoint the American company as its exclusive outlet. 

Perhaps the conclusion reached by the Attorney 
General's Committee to Study the Antitrust Laws is the 
best available guide: Joint manufacturing or distributive 
activities abroad, even between competitors, should be 
deemed legal (1) if they involve no restrictions on U.S. 
imports and exports, and (2) if they do not unreasonably 
restrain competition in the American domestic market. 

Joint ventures abroad must also pass muster under 
jny foreign antitrust laws which are applicable. Until 
recently challenges on antitrust grounds to American 
acquisitions of or mergers with foreign companies were 
non- existent. But this situation is changing quickly and 
some observers have written that in 10 to 15 years 
antitrust conditions in Europe will be similar to those in 
the United States. The first signs of change in Europe 
came m 1969 when the Commission of the European 
Communities (ECJ challenged Continental Can Com- 
pany's acquisition of various European packaging manu- 
facturers. 

In November 1973 the EC's Court of Justice held 
that article 86 of the Rome Treaty, which prohibits "an 



abuse of a dominant position," could be used to 
challenge acquisitions and mergeis in the Common 
Maiket. This point was previously in doubt and is f;i! 
moie significant lor antitiust enfoicement in liiuope 
than the Couit's decision that the (acts in the case did 
not show that Continental Can had violated Aiticle 86. 
The Commission appears to be telying on this interpieln- 
tion in its recent investigations of majoi intci national oil 
company and IBM. operations in Euiope. 

Investment Guaranties 

The U.S. Goveimnent piovides guaianties against 
some of the political risks and, in ceitain cases, a poition 
of the business risks, lelating to new investment in about 
80 of less developed countiies. The political lisks 
covered a.e. currency inconveitibihty, loss due to 
expiopnation, and damage attiibutable to wat, involu- 
tion or insuirection. 

To be eligible for such insuiance and guaianteos, the 
investment must be made by a citizen of the United 
States or a corporation organized undci U.S. laws and 
substantially owned by a U.S. citizen, 01 a foreign 
corporation which is wholly owned by U.S. inteiest. The 
progiam is um by the Oveiseas Private Investment 
Organization (OPIC), an independent agency in the 
executive branch. Congress lecently extended the 
agency's authonty until December 31, 1977. One of 
OPIC's pimcipal goals is to encomage private invest- 
ments lesponsive to local needs in less developed 
friendly countries. More infoimation on investment 
guaiantees is available from OPIC, 1129 20th Street, 
N.W., Washington, D,C. 20527. 



Investment Controls 

The U.S. Government has never attempted to 

regulate overseas joint ventures as such, but in the lecenl 
past it has put icstnctioiis on the U S. financing of 
foreign direct investments. This Foieign Direct Invest- 
ment Piogiam, administered by the U.S. Depaitmentof 
Commeice, was discontinued in 1974 



LICENSING 

Patents, Trademarks and Know-how 

The rights granted ui foreign licensing agreements 
are patent rights, trademark rights and know-how, cithei 
alone or in combination. The licensor will theiefore 
want to take full advantage of any protection provided 
by law to safeguard these rights. 

Statutes in almost every countiy of the world 
provide foi registering patents and tiademarks. Theie is 
no similar registration for unpatented technology, tiade 
secrets or know-how, although these lights ean often be 
protected contractually, or under statutes relating to 
trade seciets or unfair competition. 

It is important to note that ownership or control of 
a U.S. patent does not automatically give protection m 
other countries or provide the basis for a license grant to 
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a foieign company. At piesent foieign patent lights are 
obtainable only by filing a separate application in each 
country in which protection is wanted. Under the 
Inteinalional Convention for the Protection of Industrial 
Propeity, one who Iiles an original patent claim in a 
mcinbei countiy has a priority light of application for 
the conesponcling patent right in other inembei coun- 
tries foi a penod of 1 year following the original filing. 
The numbei of countries which belong to the Con- 
vention has been using steadily and now stands at 85. 
This includes all of (he industrialized nations The Soviet 
Union joined in 1065 and most othei European com- 
munist countiies are also members. 

Acquisition ol patent lights on a mulli-countiy basis 
is complicated and is both expensive and time con- 
suming. Any firm with an mtei national patenting pro- 
grain can testify as to the high cost There are filing fees, 
registration fees and the fees of foreign patent agents to 
handle the prosecution. Foteign patent systems have an 
extra cost featuie not piesent in the United States. Most 
countiies leqmie payment of maintenance tees periodi- 
cally, otheiwisc the patent lapses. These fees become 
quite high in the latei years of the patent. In view of 
this, deciding which countiies to file for protection in 
can be difficult 

Like patent owneis, the United States and other 
governments are gieatly concerned about the inter- 
national patent system. The evenising numbei of foreign 
patent applications is ovei -burdening patent offices 
throughout the world, with maiked delays in patent 
issuance. In 1973, foi example, the U.S. Patent and 
Trademark Office leceived 104,000 applications for 
patents. Of these about 37,000 weie filed by inventors 
icsidmg outside the U.S. Comparing 1973 with 1963 we 
Haul that filings by foreign applicants have about 
doubled. Olhei countiies icveal the same trend. 

To meet this problem a diplomatic conference, held 
in Washington, D.C. May 25-June 19, 1970, agreed on a 
Patent Coopeiation Tiealy (PCX). Its pmpose is to 
simplify the filing of patent applications on the same 
invention in a number of diffeient countries through a 
central filing piocedwe and use of a standardized patent 
application foim. 

A piincipal featuie of the tieaty is a piocedure 
peumtting an applicant to file an mtei national appli- 
cation - in the English language in the United States. 
The application will have a standaid foi mat acceptable 
to all member nations and will include designation of 
one 01 moie member nations in which the applicant 
desires piotection. At the time of filing the international 
application will be subject to an intei national fee (to be 
determined) but payment of national fees and tiansla- 
Lion expenses will be delayed until completion of 
international processing. An international search leport 
will then be picpaied, a copy of which will be furnished 
to the applicant, and a copy to each state designated by 
him. National processing, examination, and issuing of 
patents will then be up to each nation under its national 
patent law. 

Befoie the PCT can become effective it must be 
nitified by seventy countiies, of whom^foui must be 
major nations with legard to patent activity. 



Americans should be aleit to the differences be- 
tween foreign patent systems and their own. One recent 
innovation in a number of countries is a system of 
deferred examination under which an applicant is given a 
period ot say, 5 years to decide whether he wishes to 
prosecute his application, m tiie meantime full examina- 
tion is deterred Maintenance fees have already been 
mentioned as an added cost. It is vital that they be paid 
when due, otheiwise patent rights may lapse. Most U,S 
companies utilize foreign patent agents to keep track of 
and make due payments However, this is costly and 
agents have been known to fail to make a required 
payment although instructed to do so. The U.S. Depart- 
ment of Commerce has prepared a report on these 
requirements in selected foreign countries. {See article 
entitled "Foreign Rules on Need for Agents to Pay 
Patent and Trademark Maintenance Fees" 

Another significant feature of many patent laws 
abroad is compulsory woiking. The most common type 
ot law is that which provides for compulsory licensing of 
patents which have not been commercially used. The 
rule of the International Convention is that a patent 
shall not be subject to compulsoiy licensing before the 
expiration of 4 years from the date of filing the patent 
application or 3 yeais from the date of the grant, 
whichevei is later. The patent may be subject to 
forfeiture after a further 2 year period, if not properly 
worked, 

Like patents, trademarks aie a limited monopoly 
right granted by a government within its own aiea. A 
U.S. company acqunes foieign trademark rights by use 
or registration in each country and retains these lights 
by obseivmg the local requirements with respect to 
renewals, fees, supervision and use of the registered 
maiks. 

Unlike patents, which are limited to a fixed term of 
years and then expire, tiademarks may be renewed. 
Trade- marks, therefore, have a permanency denied to 
patent rights. II should be noted that in most countries 
the fust pcison who applies for a trademark is entitled 
to a registration and to exclusive property rights in the 
mark, i.e., rights depend on registration rather than use 
of the mark as in the United States. In certain countries 
having "Registered User" requirements, a trademark 
licensee must registei as such with the government. 
Failure to do so can result in cancellation of the mark. 
Trademark registration abroad is facilitated and 
protected by the International Convention in much the 
same manner as patent applications but the priority 
right is limited to 6 months. Only by timely and 
widespread registration can a company be sure of having 
the right to use and to keep others from using its 
trademark in foreign markets. 

As m the case of patents, the owner can assign or 
sell his trademaik or can license its use to others. 
However, in the case of licensing, he must in most 
countries undertake a supervisory responsibility beyond 
that required in patent licensing. 

Unlike the present situation in the patent field, it is 
possible to centralize protection in an international 
trademaik registration under a treaty known as the 
Madrid Arrangement. About 21 countiies belong, al- 
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though the United States is not a member. Under this 
Arrangement the trademark owner must register his 
mark in the member country in which he is domiciled. 
On the basis of this registration, the International 
Bureau in Geneva, Swit/erland issues an international 
registration This is then deposited by the Bureau in 
each member country which pioccsses it in accordance 
with local law A US trademaik ownei can take 
advantage of this if he has a bonafide industrial 01 
commercial establishment in a member countiy. 

The basic advantage of intei national trademaik 
registration is that it saves money The fee for inter- 
national registration is considerably less than the total 
of the fees due in each country toi sepaiatc regis- 
trations. 

The United States and several other countries have 
negotiated a new central filing regime for trademarks, 
called the Trademark Registration Treaty (TRT). This 
treaty eliminates certain features of the Madrid Agiee- 
inent which are objectionable to the United States, 
primarily that which requires an applicant to have his 
mark registered in his home country before the mark can 
be applied for as an international registration. The TRT 
has not yet been ratified by the United States or any 
other country. 

While know-how has a limited recognition as a legal 
property right, it does not have statutory protection like 
that for patents and trademarks So in granting a foreign 
company the right to use unpatented know-how, the 
licensor is quite dependent on good faith and contrac- 
tual safeguards for the protection of his ownership 
rights. 



Antitrust and Patents 

The simple grant of a patent license raises no 
antitrust questions. Whether the limitations included in 
the license as to the nature and scope of the rights 
granted are permissible depends essentially on whether 
they constitute restraint on competition outside the 
scope of the patent grant 

Among the limitations in patent licenses which have 
raised antitrust questions are restrictions on price, field 
of use, territory, resale, tie-in requirements and patent 
pools 

In the 1926 case of U.S v. Geneial Electric Co., 272 
U.S 476, the Supreme Court held that a single company 
engaged in manufacturing and selling a patented product 
may fix the prices at which a competitor licensee may 
sell G E. licensed Westinghouse to manufacture and sell 
patented lamps at prices fixed by G.E. on its own sales. 
The Supreme Court upheld this price limitation as a 
condition of sale reasonably adapted to secure pecuniaiy 
reward ior the patentee. 

But this doctrine of the G,E. case does not 
legitimize all contracts of a patentee designed to fix 
prices under a license. Later couit decisions have 
narrowly limited the application of this rule and have 
held: (1) the sale of a patented article puts control of 
the purchaser's resale price beyond the patentee's powei; 
(2) the licensor cannot fix prices on unpatented pro- 
ducts resulting from the operation of a patented process 



or of a patented machine, 01 wheie only pail ol the 
pioduct is covered by patent claims', (3) the licensoi 
cannot fix the price of an unpatented component ot a 
patented combination, (4) a gioup of companies in the 
same mdustiy cannot join togethei undei patents and fix 
industry-wide prices 

The Supieme Couit has taken a cleai-ciit stand on 
price control agreement of unpatented goods. Such 
agreements are illegal restraints of tiadc under Hie 
Sheiman Act, regdidless of the reasonableness of Ihen 
effect on prices (U.S v. Socony-Vacuum Oil Co., 310 
U.S. 150-1940), 

It has also been held that a patentee may license the 
manufactuie or use of a patented pioduct within a 
limited field 01 within a fixed tcmloiy In Geneial 
Talking Pictures Coip. v. Westein Electnc Co 305 U,S 
124 (1938), Westein Hlcctiic licensed the manufactuie 
and sale of patented vacuum tube ainplifieis, the license 
extending only to amplifiers foi use in the noncommei- 
cial field. One of the licensees made ainplifieis foi 
commercial use and sold them to the defendant, who 
bought with knowledge that they were made and sold in 
violation of the license. The Court found infringement in 
the manufacture and use outside the field specified in 
the license. 

In Brownell v. Ketcham Wire ami Mfg. Co, 211 
F.2 d 121 (1954) the Couit ruled that a teiiitonally 
restricted patent license within the United States was 
valid However, it is gencially agieed that ten Hoi ml 
restnctions extending beyond the geogiaphical limits of 
the country cannot be justified. 

Tying clauses in patent licenses which tequire the 
licensee to purchase from the patentee unpatented 01 
patented aiticfes not within the scope of the licensed 
patent have been condemmed. Conditioning the giant of 
a patent license upon payment of loyalties on un- 
patented pioducts may be misuse of the patent and a 
violation of the Sheiman Act unless the loyally agiee- 
ment was made foi the pai ties' convenience ami not 
coeiced by the patentee. A loyalty agieement based on 
the licensee's total sales does not give rise to any 
inference of misuse. Automatic Radio Mfg. Co. v. 
Ilazeltmc Reseaich Inc., 339 U.S. 827 (1950) 

Finally, the Courts have adopted the nile that the 
fust authorized sale of a patented aiticle exhausts the 
patent monopoly, and the patent cannot justify furlhei 
restiictions on the use of the article by the puichasei As 
a lesull, Courts have invalidated limitations as to resale 
prices, 01 tie-in clauscs s or restiictions on expoits, 

A cm rent case of widespread mteiest was filed by 
the Department of Justice on Apiil 22, 1970, charging 
Westinghouse Electnc Coi potation and two Japanese 
companies with conspiring to lestiain tiade between the 
United States and Japan thiough lestnctivc patent and 
technology licensing agreements. As of January, 1975 
the suit has not gone to trial, The suit chaiges that: 

-Westinghouse and Mitsubishi of Japan have agiced 
not to sell the licensed products in each other's home 
country regardless of whelhci such pioducts aie 
patented 01 not. 

"Westinghouse icquiied the Japanese companies to 
accept a bioader license than they desired, thus ex- 
tending the tenitoiial lestnctions to additional pioducls. 
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-The companies agreed to make loyalty payments 
to each othei, niespective ot whethei the pioducts on 
which royalties weie payable were patented 01 weie 
pioduecdl by using the licensed technology. 

'1 he teiiiedy sought is lei initiation of the agt cements 
and a lequnement that the companies license each othei 
nonexelusiveiy m a Lontidct coveiing all their present 
find tuttiie patents with no teintori.il limitation "foi a 
leasonable period of time." 

Many U S. hcensois of patents and know-how to 
oveiseas companies are concerned ovei the Weslmghouse 
suit. '1 hey loisee a flood of import competition tiom 
toieign licensees possessing highly f.ivoiable cost advan- 
tages. Also they teai loss of thud countiy maikets to 
licensees. 

This case raises tot judicial review a consideiation 
which is piesent in vntually every licensing contiacl- 
whethci the licensee is to be pei nutted to sell in the 
United Slates. In the opinion of many such a restiiction 
is essential. Licensing a joint ventuie or a potential 
competitoi to undeilake local manufactuie may not 
make good business sense if it icsults in the establish- 
ment of a competitoi in the U,S. maiket. 

The Depaitment of Justice has been giving m- 
ci easing attention to patent agieements and has foimed 
a Patent Unit to handle Litigation involving restrictive 
practices in licensing of patents and technology. The 
legality of a numbei of patent and know-how licensing 
piactices has been challenged, including agreements not 
to contest the validity of patents, agieements dividing 
fields of use and agieements that icquiie a giant hack of 
patent ovvneislup on improvements. The latter has been 
alleged to leduce the incentive of the licensees to make 
imrmjve in cuts 01 to invest aiound the licensed patent. 

Licensing aiiangemcnts may also fall within the 
.scope ol (he EC antitrust uiles, 01 the national laws of 
olhei countries The HC rules aie based on Aiticle 85 of 
the Rome Tieaty. That aiticle prohibits any agieements 
likely to adveisety affect trade between member states. 
In paiticulai, piiee-fixing agieements, territonal icstric- 
ttons and lic-in agieements, among otheis, are null and 
void. liowevei, thcic is an exemption, undci paragiaph 3 
of Ait, 85, of agieements which contubute to the 
itnpiovement of the pioduction 01 distiihution of goods 
As ol January 1, 1974, about 35,000 agreements 
had been decided upon by the authonties in Biussels 
puisuant to the leqiureinent thai all such agreements be 
registered. Of Ihese registiations, somewhat more than 
5,000 weie licensing agieements, but the exact number 
is not available. At the same time, about 4,000 notifi- 
cations weie awaiting decision, half of which were 
notifications for licensing agreements. For a time it 
appealed that the liC Commission would issue gioup 
exemptions foi specified types of licenses (as was done 
foi specified exclusive dealciship agreements). Howevei, 
it now seems that each license agreement will be 
separately teviewed and an individual decision made in 
each case. 

Thete is language in Regulation No. 17 of the 
Council of Ministers, of March 13, 1962, which was the 
fust regulation issued under the antitrust ai tides, that at 
fiist glance might seem to exempt most license agiee- 
ments. Aiticle 4(2)(ii)(b) piovides for exemption wheie: 



(n) only two enterprises take part and the sole 
effect of these arrangements is , . . 

(b) to impose restraints on the rights of any 
peison acquiring or using industri,)! prop- 
erty nghts-paitieulary patents, utility 
models, registered designs or trademarks 
or on the rights of any person entitled, 
under a contract, to acquire or use manu- 
facturing processes or know-how relating 
to (lie utilization or application of indus- 
trial techniques. 

This language has been taken to mean that there is 
no exemption if the lestuctions go beyond the scope of 
the patent grant or the trademark right or the rights in 
the know-how. Such restiamts as the following would 
presumably go beyond the exemption 1 

-commitments extending beyond the period of 
validity of the property light, 

-licensee may not acquire, manufacture 01 sell 
competing products, 

-licensee may not export to another member 
countiy, 

-licensee undertakes to impose competitive restric- 
tion on his customeis. 

Under piesent circumstances it is desnable to notify 
the Commission of any agieement containing such 
restrictions. By doing so one may succeed in obtaining a 
declaration that the license qualifies under the exemp- 
tion of Art. 85(3). Not doing so exposes the licensor to 
the risk that the agieement may be declared null and 
void It may he asked whethei an American company 
may ignore the regulations since, as a foreign company, 
it is not under the jurisdiction of the Commission. 
Howevei, the Commission may impose fines on both 
patties and take steps to satisfy the fine against assets of 
the foieign enterpnse within the EC. They might also 
levy against existing industrial property rights, 

The notification task should not be left to the 
European licensee That party might not make the best 
possible case to secure an exemption Me would also 
often have an aclveise interest. A declaration of in- 
validity could relieve the licensee of his obligation to 
continue paying royalties. 

Certain clauses in patent license agieements are 
specified, in the opinion of the Commission, in a Notice 
issued December 24, 1962, as "not piolnbited by Article 
85": 

1 Restrictions on field of use (manufacture, 
selling). 

2. Restiiclmg the manufacture of d patented 
article 01 the working of a patented process to 
certain technical applications. 

3. Restricting the quantity of articles to be manu- 
factured or the number of occasions of working 
the invention or process. 

4. Limiting the license in time (shorter term thai 
patent), in area (part of terutory covered b 1 
patent or specified place of business), or n 
respect of persons (restriction on licensee' 
power of assignment or sub-license). 
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5. Requiring the licensee to mention the patent on 
the article, 

6. Imposition on the licensee of stand aids of 
quality, or the procurement of certain pro- 
thiUs, parts or raw materials, essential to the 
proper technical working of the patent. 

7. Undertakings by the grantor not to license 
anyone else, or not to work the patent himself. 

According to the Notice, contracts containing no 
other restrictions than those mentioned are not pro- 
hibited. They need not be notified to the Commission 
ami it is not necessary to obtain a clearance for such 
agreements 

Few less developed Countries (LDC's) have antitrust 
laws or enforcement machinery. They desire to foster 
and induce the inward transfer of technology would in 
jny event cause them to be extremely loathe to interfere 
in licensing arrangements. This attitude, however, is 
changing. LDC governments are taking an increasingly 
questioning attitude toward restrictions which hamper 
their trade and industry. 

The United Nations Conference on Trade and 
Development (UNCTAD) has ordered a study of Restric- 
tive Business Practices Affecting Developing Countu'es. 
It has asked member countries to submit copies of any 
contracts and agreements winch contain restrictive 
clauses This covers not only patent licenses but also 
joint ventures, and focuses on restrictions on exports, 
selling quotas, requirements for sales through designated 
agents, restrictions on export prices, international alloca- 
tion of markets, controls over distributors and certifica- 
tion requirements. It is too early to say what this study 
portends but it clearly evidences deep concern by the 
LDC's that business arrangements should not be so 
restrictive as to impede LDC trade and development. 

The acceptability of a license or joint ventuie undei 
U.S. law can be tested by submitting a request to the 
Department of Justice. Under the Business Review 
Procedure, businessmen in doubt about the legality of 
proposed transactions may submit them to the Antitrust 
Division for review and for a statement of the Depart- 
ment's enforcement intention. The Review Procedure 
does not grant absolute clearance or immunity from 
further Court action. However, the Department lias 
never brought a criminal action in any case where it was 
requested for an advisory opinion, where there was full 
disclosure of information at the time the request was 
submitted. 



Tax Aspects of Licensing 

Income from licensing patents, trademarks, copy- 
rights and know-how is, like all income of an American 
corporation, taxable under the Internal Revenue Code 
irrespective of its source. Generally, income from a 
direct license is taxed at ordinary tax rates, with a credit 
against the U.S. tax for the foreign income tax which is 
withheld on payments by the licensee. 

Capital gains treatment may be obtained for li- 
censing income under certain circumstances If all 
substantial rights in a patent are transferred the trans- 



action may qualify as a sale 01 exchange. '1 his neces- 
sitates either tunsfci of legal title in the patent with 
legislation of the tiansfeiee as patent ownei, or 
gianting an exclusive license within a pailiailai aiea foi 
the life of the patent. Sales of tiadcmaiks and know-how 
may also be made by assignment of title 01 gianling an 
exclusive license in a limited geogiapliic iui\ ioi a 
perpetual period. A sale ot know-how pi use-ills addi- 
tional difficulties, its uatuic as "piopeity" inusl be 
cleanly established and the licensee should leceive the 
right to prevent its unauthorized disclosiue. 

Whether all substantial rights have been tian.sleiicd 
in a given transaction is a frequently disputed point. 
Retaining such valuable rights as the unconditional light 
of the licensor or transfeioi to terminate at will 01 upon 
giving notice makes capital gain tieatment unavailable. 
But it is permissible for the licensor to lelain the powci 
to terminate the agreement upon the ocuuicnce of an 
event not within his contiol. 

The exchange of patents, tiademaiks and know-how 
for shares in a foregin company constitutes a taxable 
exchange of a capital asset. This type of tiansfer has 
been used increasingly, particularly when the tnmnfeiee 
country taxes dividends at a lowei nite than royalties. 

The exchange of patents, tradcmaiks and know-how 
for shaies in a foieign coiporation may be Uix-fiee foi 
the licensor if an advance luling can be obtained fiom 
the Intel nal Revenue Seivice that the pioposecl tiansfei 
is not for tlie principal put pose of avoid ing l-'edeial 
Income Tax. The Internal Revenue Seivice has issued 
guidelines to use in securing such advance i tilings (Rev. 
Proc. 68-23, Internal Revenue Bulletin. May 27, 1968). 
Among its provisions is a list of conditions where a 
favorable ruling will not be issued-such as, wheie it is 
reasonable to believe the patents, etc. will be licensed 
after the tiansfcr or where the patents aic to be used to 
manufacture goods for sale 01 use in the United States. 
Prior Co the Revenue Act of 1962 it was common 
piactice to tiansfer patent and know-how rights to a 
foreign base company, i.e., oigam/.ed in a low-tax 
jurisdiction. The base company then caiiied on licensing 
operations, paying very nominal taxes on its loyalty 
income. 

The 1962 legislation changed this incline in two 
principal ways: (i) it did away with capital gains 
licensing between a U.S. company and a contiolled 
foreign corporation so that tiansfei of patents and 
know-how to a foreign base company would now be 
taxed at ordmaiy income tax rates; (li) it subjected 
royalty income of a foieign base company to current 
U.S taxation, ending its defeired status. 

Licensing may still be canied on thiough a foreign 
corpoiation with tax defciral if an active Hade or 
business such as manufactuimg is being conducted. In 
that case the share of tite foreign coipoialfon's tolal 
income represenled by royalties and olhci "passive" 
income (dividends, interest, rents) may not exceed 30%, 
otheiwise such income would become subject to cuuent 
U.S. tax. 

A foreign subsidiaiy may also be used to advantage 
to carry on licensing operations in LDC's. The royalties 
in that case would enjoy tax deferral if invested in 
LDCs. 
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Export Controls 

The Export Administration Act of 1969 authorizes 
the President to piohibit 01 cm tail exports of com- 
modities and technical data from the United States. 
Under this authority the Department administers a 
control system based on national secnuty, foreign policy 
and short supply needs in the United States. Most 
exports to Canada aie free of license. Shipments to othei 
destinations require either validated license for which 
the expoiter must submit a signed application, or a 
general license. A general license is a broad authorization 
which lequires neither an application by the exporter 
nor the issuance of a license document by the Depart- 
ment. 

There are two general licenses foi the export of 
technical data. General license GTDA (Technical Data 
Available to All Destinations) authorizes American 
expotteis to tiansnut to any destination unclassified 
technical data of a scientific or educational natuie. The 
othei general license (GTDR-Technical Data under 
Restriction) authorizes exports of a broad range of 
unpublished technical data to free woild countries. Such 
exports are, however, subject to assuiances from the 
foreign importer against the unauthoiizcd use of both 
tlie data and its direct pioduct. Aside from data relating 
to a few highly strategic commodities, most technical 
data can be exported to fiee world countnes undei these 
geneial licenses. Generally available published data and 
scientific and educational data, may also be exported to 
Eastern European countries under geneial license. On 
the other hand, expoits of unclassified unpublished 
technical data requires a validated license to Eastern 
Euiope, Asian Communist areas and Cuba. 



GOVERNMENT AIDS AND SERVICES 

Department of Commerce 

Commerce piovides tiadclists to help in finding 
customer, distiibutois, agents and licensees abioad; 
world tiade directory repoits containing basic com- 
mcicial and financial infoimation on specific foreign 
films and individuals; and all kinds of customs, tax, and 
legal infoimation, including patent and tiademark legu- 
lations abroad. 



Two services aie available from the Department of 
Commerce to help persons or companies find a qualified 
licensee abroad. If the potential licensor wishes to 
address his appeal to a wide audience in many countries, 
the Department will anange to publish the proposal in 
Comma cial News-a monthly publication sent to all 
Foreign Service Posts. If the American firm can identify 
three to five countries of particular interest, the Depart- 
ment will lequest the Foreign Service to canvass the 
local business community and identify the most promi- 
sing prospects. For further information write to Foreign 
Investment Services Staff, Office of Export Develop- 
ment, Room 4021, U.S. Department of Commcice, 
Washington, D.C 20230. 

The Bmeau of International Commerce (BIC) peri- 
odically sponsors trade missions to potential foreign 
markets. The missions are basically selling teams sent out 
to develop business opportunities. The mission members 
talk in person with foieign businessmen. They take with 
them specific business proposals submitted by Ameiican 
firms. The teams include experts in various lines of 
business and industry. They return with proposals and 
offers submitted by foieign firms and these are made 
freely available to the business community. The U.S. 
Department of Commerce District Offices can help you 
secure these and other helps to doing business abroad. 

Investment Guaranties 

Guaranties arc issued to covei an investment in the 
form of a licensing agieement for the use of patents, 
processes and techniques in exchange for royalty pay- 
ments. Oidmarily, however, an agreement calling for 
payments of royalties or fees will not be eligible for 
guaranties unless the investment is intended to extend 
for at least 5 years. 

Congiess specifically included these intangible assets 
in the investment guaranty program to cncouiagc the 
spread of advanced technological methods. Trade names, 
tiademarks and goodwill, while often closely associated 
with the license of patents, processes and techniques, are 
not eligible for guaranties. The maximum convertibility 
coverage obtainable under a licensing agieement is the 
sum of the royalty payments over the life of the 
contract. The investor must furnish OP1C with a copy of 
the licensing oontiact and substantiate both the reason- 
ableness of the royalty rate and the estimate of royalty 
payments. 
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FOREIGN RULES ON NEED FOR AGENTS TO PAY PATENTS 



By JOSEPH M. UGHTMAN 
Foreign Business Practices Division 



In response to request from U.S companies about 
the necessity of having representatives abroad pay 
annual patent and trademark fees, the Foieign Business 
Practices Division, Office of International Finance and 
Investment, requested American Embassies in 34 coun- 
tries, comprising majoi sources of U.S. patent and 
trademark activity, to survey the situation Each Em- 
fussy was asked to determine if its countiy of location 
permitted such fees to be paid directly to the Patent 
Office (or otliei appropriate agency) by the foteign 
patent or trademark owner residing abroad, 01 by his 
representative in a tlurd country, 01 if such countiy 
required these payments to be made only thiough a 
domestically domiciled agent or repiesentative. 

The survey was undertaken m 1 1 J71 and, so far as 
can be determined, no major changes have since occured 
in these countries. This article which is based on that 
survey has been prepared to assist U.S firms in 
ascertaining costs of servicing maintenance fee payments 
once registiations have been obtained. 

Most countries, unlike the United Stales, requiic 
patent owners to pay an annual maintenance fee or tax 
to keep their registiations in force These payments aie 
on a graduated scale, increasing sharply in Hie patent's 
later years Countries generally do not lequire yearly 
payments, to keep trademarks in force, fees are lequircd 
for renewal after first registration, usually for 10- to 
20-year periods. Spam and Yugoslavia are exceptions 
and lequire certain periodic payments. For purpose of 
this article, the term "maintenance fee(s)" applies to 
tees and taxes required to keep a patent or ;i trademaik 
in force, during the permitted registration period. 

In the following countries, such fees may be paid 
directly by the foreign owner 01 Ins repiesentative m a 
third country Argentina, Australia, Auslim, Belgium, 
Denmark, Finland, France, German Federal Republic, 
Iran, India, Israel, Italy, Korea, Mexico, Norway, Paki- 
stan (see explanation below), Philippines, South Africa 
(see explanation below), Switzerland, Sweden, and the 
United Kingdom. 

In the following countries a local agent or repiesen- 
tative is required to make the maintenance lee pay- 
ments. Brazil, Chile, Czechoslovakia, Greece, Japan, 
Netherlands, Portugal, Spam, Taiwan, Turkey, USSR, 
Venezuela, and Yugoslavia. 



A number of counliies that do not lequiie pay- 
ments thiough local lesidents have noted thai, with 
respect to payment lemmdeis 01 olhei conespoiulencu 
regarding fees, they will no I concsponcl wilh any foieign 
addiessee, only a local lepiesentative Such count lies 
include Austialia, Finland, India, Pakistan, Swil/eilaiul, 
and the United Kingdom. Pakistan aulhoiities note thai 
while legally, direct payments can be made, a local agent 
will be needed since they wilt not communicate with 
anyone else The Swiss and The Nelheilands Patent 
Ottices peunit domestic patent agents to have accounts 
with them liom which maintenance lees me debited 
when due on a client's behall In Finland, llic Associa- 
tion of Finnish Patent Attorneys will withdniw Us 
membeis from any patent case wheie maintenance lee 
payments are made by the loieign ownei dneetly to the 
Finnish Boaid of Patenls (Patent Oflice) In South 
Africa, while regulations technically peimit foieigneis to 
make direct payments, foieign finns must attach ccitain 
levenue stamps obtainable only in I ha I country. 

The situation foi each of the 34 eouiHiio.s is 
desciibed in the succeeding paiagiaphs. Requiienu'iUs 
foi seivicmg tiademaiks aie noted only wheie the 
countiy tequiies payment of annual 01 othei penodic 
maintenance fees to keep them in loice dining the 
legislation penods 

Argentina-Nat necessaiy foi foieign owneis of 
patent legislations to make maintenance fee payments 
thiough local agent 01 jepiesentative. Nomesident can 
pay directly by check 01 bank duift to "Secielana tie 
Eslado dc Indusltia y Comeicio Interim, Dueccion 
Nacional de la 1'iopriedad Industrial," Av. Julio A. Roca 
651, Buenos Anes. Thud party lesident anolhei cotmliy 
can have US. ownet's powei oi attoiney make pay- 
ments. 

Australia Patenl maintenance fee payments may be 
made directly by foreign ownei or agent. Not necessaiy 
foi agent reside Ausliaha. Desirable for patent ownei 
piovide address of local peison for Patent Office contact 
on matters such as incorrect fee payments, changes fee 
schedules and due dates. Not incumbent on Patent 
Office mfoim foreign patent owners of fee due dales. 
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Austria-Maintenance fee payments foi registeied 
pittents can be nude directly by foreign owners or othei 
authon/ed paities not resident Austria Repiesentative 
in third country can exeiuse power of attorney and 
make payments for foreign owner. 

Belgium-Foreign owneis of patents can pay main- 
tenance fees directly to Minify of Economic Affaus 
(Industrial and Commeicial Propeity Service), Buissels, 
without engaging local icpresentation, 01 lelainmg agent. 
Such payments can also he made by ownei's repiesenta- 
tive resident third countiy For Liadeimnk situation, see 
Motherlands on Benelux Tiademarks Office procedures. 

Brazil-Maintenance fees for foieign-owned patents 
cannot be paid directly fiom abroad Ilowevei, such 
payments can be made thiough any representative 
resident Brazil, not necessanly patent agent 01 witli 
powcj of tiUorney 

Cliile-Matntenance fee payments for foieign-owned 
patent icgisliations can be made only by duly registered 
Chilean patent attoiney with power of attorney, not by 
anyone else. 

Trademarks held by Chilean subsidiary of U.S 
company may be renewed by any authorized icpresenta- 
live such company. 

Czechoslovakia Foreign patent owneis must make 
patent maintenance payments through local agents 
designated by Czechoslovak Office of Patents and 
Inventions. Nomesidents must be lepresentecl in dealings 
that Office eithei by attorneys fiom Czechoslovak Legal 
Advice Bureaus No 1 01 10, government-conti oiled 
lawyeis cooperatives, 01 from "Umpatent," a specialized 
government organization. Not possible third person 
residing another country make payments for U.S. 
patent ownei. 

Denmark-Foreign patent owners may make direct 
payments maintenance fees; no inleimediary necessary. 
Such payments may also be made on behalf U.S. owner 
by any third paity lesident anothei country. 

Finland-No legal requirement that annual main- 
tenance fees for foreign patents be paid only by local 
agent Noniesident foietgn owner, or third patty resident 
any where, can make such payments directly. Howevei, 
Finnish Board of Patents (Patent Office) will not remind 
or inform foreign owners of payments due, or changes in 
fees or exchange lates. Board considers it piactical 
necessity foi owner to have Finnish agent for all patent 
tiansactions. Association of Finnish Patent Attorneys 
will have its members withdiaw fiom any patent case 
where annual maintenance fees are paid directly by 
owner to Board of Patents. 

France-Maintenance fee payments for foieign- 
owned patents do not have to be made by, or through, 
local agent or other representative. Nonresident foreign 
owner, or authorized party in another country can make 
such payments directly to "Agent Compatable" of 
Fiench Institute of Industrial Pioperty (INPI) by inter- 
national money older. 



Germany, Federal Republic of-Nonresident patent 
owneis do not have to make maintenance payments 
through local agent or other representative in Germany. 
Such owners, or authorized representatives in third 
countries with power of attorney from owners, may 
make such payments directly. Local representative re- 
quired in dealings with Patent Office to rectify matters 
where annual lees not paid in time. 

Greece-If foreign owner of patent registration in 
Greece does not reside that country, lie lias to submit 
payment through authorized party, can be anyone with 
owner's power of attorney, Greek Patent Office will not 
accept payment of foreign patent maintenance fees by 
mail 

Iran-Foieign patent owners need not make re- 
quired payments of maintenance fees through local 
agents or othei representatives in Iran. Such owners, or 
authorized representatives in third countries, may pay 
directly to Depaitment of Company Registration, Tiade- 
marks and Patents, Avenue Sabt, Tehran. 

India-Payment of maintenance fees for foieign- 
owned patents can be made by the owner directly, or 
through a local agent, or through an agent in anothei 
country, to the Indian Patent and Trademarks Office. 
The only requirement is that foreign firms have Indian 
mailing addiess because Office does not communicate 
directly to parties outside India. 

Isiael-No legal requirement that foreign owners of 
patents pay maintenance fees through local agent or 
othei representative in Israel. Such owners, or au- 
thorized representatives in thud countries, may make 
payments directly Recommended that such payments 
be made through local bank which would transfer them 
to Patent Office in local cimency corresponding to exact 
fees. 

Italy-Maintenance fee payments for foreign-owned 
patents may be made directly to Italian Patent Office by 
foreign-owner resident outside Italy; or by his represen- 
tative in Italy or in his own or any third country. 
Payments from outside Italy may be made directly to 
that office by international money older. Payments, 
within Italy must be deposited at locaE Post Office, and 
receipt sent to Patent Office. 

Japan-Maintenance fees for foieign-owned patents 
must be paid by owners through representative or agent 
in Japan. Foreign owners resident abroad cannot make 
payments directly to Japanese Patent Office, noi can 
jeprcsentative parties third countries make such direct 
payments their behalf. 

Korea-Fees to maintain patents in force may be 
paid dnectly to Korean Government by nonresident 
owners. No intermediary representative required. Any 
lesident in third country having foreign owner's power 
of attorney may also make such payments directly to 
Korean Government. 

Mexico-Foreign owners of patents, residing abroad, 
may pay maintenance fees directly to: C Tesorero de la 
Federacion, Director Propriedad Industrial, Secretaria de 
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Industna y Comercio, Mexico 7, D F., Mexico Repre- 
sentative m third country, with power of attorney from 
foreign owner, can make such payments above otfice, 
provided his power of attorney has been duly filed with 
that otfice. 

Norway-Foreign owners do not have to pay main- 
tenance fees for patent registrations through local 
representative. Such payments can be made directly by 
foreign owners regardless where domiciled, also by any 
representative party holding power ot attorney 

Netherlands-Payments of maintenance fees for 
registered patents owned by foreigners must be made by 
representative residing in Netherlands, not necessarily 
registered patent agent However, persons other than 
patent agents rarely used this purpose since Patent 
Office has computerized service with patent agents foi 
reminder notice on patent fees due. Patent Office also 
maintains standing accounts with patent agents from 
which payments are deducted. All trademark matters 
now handled by Benelux Trademarks Office at The 
Hague; no maintenance, only renewal fees. 

Pakistan-Legally, foreign patent owner, non- 
resident Pakistan, can make maintenance payments, 
directly to Patent Office, But, nonresident will not 
receive any communications or receipts from authorities. 
For practical purposes, therefore, payments may have to 
be made through local agent since law requires an 
"address of service in Pakistan" for transactions, and 
authorities will not correspond with anyone on patent 
and trademark matters outside country. Third party 
resident in another country cannot hold power of 
attorney in Pakistan from U.S. ownei to make such 
payments. 

Philippines-Foreign owners of patent registrations 
may make maintenance payments directly to Patent 
Office, even if nonresidents. Not necessary to make such 
payments through local agent or representative. 

Portugal-Maintenance fee payments for patents 
must be made by foreign owners either through Portu- 
guese agent, or other third party resident Portugal with 
power of attorney from owner authorizing such pay- 
ments. 

South Africa-Payments of required fees to keep 
foreign-owned patent registrations in force can be made 
directly to Patent Office by foreign owners. But, foreign 
firm must complete renewal form and attach South 
African revenue stamps obtainable only that country. 
Only patent agent can ordinarily act for another parly in 
South Africa. However, if another party that country 
obtains the stamps and affixes them to renewal foims, 
this is acceptable. 

Spain-Payment of fees for maintaining foreign- 
owned patents (annually) and trademarks qiun- 
quennially) must be made thiough an officially sanc- 



tioned agent 01 other representative in Spain with piopei 
authority No dnect payments can be made by toieign 
owners 01 repiesentatives in third countries 

Sweden Not necessaiy foi foreign patent owneis 
pay maintenance fees through lepiesentatives in Sweden, 
can make such payments cliiectly RepiesciUalives in 
third countries can also make such payments, on behalf 
of owneis 

Switzerland Maintenance fees tor foieign-owned 
patents can be paid directly by owneis 01 icpiesentalives 
anywheie. However, reminders on patent fees aie not 
sent to owneis or lepiesentatives abioad, only to 
iccoided Swiss representatives. Patentees may open 
deposit account with Patent Office, giving it instuietions 
on every case wheie account to be debited foi specific 
patents Over-drafts due lack of funds can cause cancella- 
tion. Patent Office suggests advance fees be paid lor 
seveial years or foi entire life of patent involved. In 
absence deposit account, fees payable by bankei's check 
at Swiss bank. 

Taiwan-Payment of maintenance fees foi toieign- 
owned patents can only be made thiough resident patent 
attorney registeied Taiwan. The foreign ownei of a 
patent cannot make such payments directly whethei 01 
not he resides in Taiwan. No representative in thud 
country can have iccognized power of attorney make 
such payments 

Turkey Foi eign patent owners must pay main- 
tenance fees through an agent resident in Tuikey, 
selected fiom a government appiovcd list of Turkish 
agents 

United Kingdom- Foi eign patent and tiadenuuk 
owneis not required to pay maintenance fees thiough 
local agents. Payments may be made diiectly to Patent 
Office by owner residing abioad or his icpiesenlative in 
third country. Butish authorities suggest desirability of 
U.S. patentee appointing patent agent oj oveiseas 
subsidiary to icndei "personal reminder" seivice foi due 
dates and changes in fees. 

USSR-Foieigneiscan pay maintenance fees to keep 
patents in force only through Patent Department of 
All-Union Chambei of Commerce which charges fees foi 
such services. 

Venezuela-Patent maintenance fees must be paid in 
cash (not check) through personal appearance by owneis 
or legisteied agents at the Regishy ol Imiustiial Piop- 
erty of the Ministry of Development. 

Yugoslavia-Foieign patent and trademark owner 
must be represented by "a professional representative 
who is a Yugoslav citizen holding a powei of attorney" 
in dealings with Fedeial Patent Bureau, including main- 
tenance fee payments (annual foi both patents and 
trademaiks). 
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The nature and extent of the inflow of pioduct and 
design technology to the United States from abioad via 
licenses was suiveycd in 1961 by the George Washington 
University (GWU) Patent, Trademark and Copyright 
Foundation. The survey determined that there was a 
relatively small flow but that it was becoming moie 
significant and could be expected to increase in the 
future, The lack of interest Imtoncally is explained 
partly by the fact that the engineering departments of 
most of the U.S companies had a tendency to view 
European engineering developments skeptically 

Theie has been a change in this situation which 
eonfnms the accuracy of the GWU survey's prediction. 
Not only aie more American companies feiretmg out 
foieign technological developments, but European man- 
agements are exercising much moie initiative in selling 
then own techniques abroad. Two types of measurement 
are available which indicate the tiends. 

Patenting in the United States by Foreigners 

The numbei of patents issued annually in the 
United States has grown from 47,000 in 1960 to 78,000 
in 1972. A significant factoi in this growth has been the 
numbei of patents issued to foreign-owned companies 
and nationals domiciled abroad. Since 1960, there has 
been a giadual peicentage inciease in U.S. patenting by 
foieign icsidcnls, as compaied to patenting by U.S. 
domiciled paitics. In 1960, about 16% of all U.S. patents 
were issued to foieign icsidenls (7,600 out of 47,000 
issued). By 1966, this percentage increased to about 20% 
(13,700 out of 68,400), in 1969, to a little over 25% 
(17,000 out of 67,600), and in 1972, to about 31% 
(23,800 and of 78,000.) During this period, the average 
annual inciease in patent issues to U.S. nationals was 
about 6%. For foreigners resident abroad, U.S. patent 
issues increased, on the othei hand, by a significant 
average of about 1 6% each year. 

Also of inteiest is the countiy distribution pattein. 
Of the U.S. patents issued annually to foreign residents, 
over 90% are to patentees in nine countries-Canada, 
France, Germany, Italy, Japan, Netherlands, Sweden, 
Switzerland, and the United Kingdom. In 1972, Ger- 
many (5,700), Japan (5,200), U.K. (3,200), France 
(3,200), Switzerland (1,300), and Canada (3,200), were 
the principal countries of residence. Total patent issues 
to lesidcnts of the remaining listed countries were less 
than 700 per country. Significantly, Japanese nationals 



increased their annual U.S. patenting from 545 issues in 
1964 to 5,200 in 1972, an annual average increase ot 
32% German patenting in this country, which has 
always been high, increased from 2,400 in 1964 to 5,700 
in 1972 (15% annual average increase) French patenting 
went from 1,013 to 2,200 in this period (13% average 
increase) and U.K. patenting from 1,800 to 3,200 (12% 
average increase). 

U.S. patenting by Eastern European enterprises has 
been slight. However, an indication of more recent 
inteiests from this aiea is noted. In 1964, enterprises in 
Bulgaria, Czechoslovakia, Hungary, Poland, Romania 
and U.S.S.R. received 70 U.S. patents. In 1972, this 
increased to 577 U.S. issues. The U.S.S.R., which 
leceived only 12 patents in 1964, received 355 U.S, 
patent legislations in 1972. 



U.S. Royalty and Fee Payments Abroad 

A giowmg interest in foreign licensing here is also 
reflected in balance of payments figures. While U.S. 
receipts of royalties and fees Irom licensing abroad are 
about 9 times greater than payouts for foreign tech- 
nology licensed here, this latter payment has had a 
steady annual growth. U.S. royalty and fee payments for 
licenses received from foreign-affiliated and non- 
affiliated films rose from a total of $127 nnliion in 1964 
to $405 million m 1974. 

Also noteworthy is the type of activity under which 
U.S. licensing outflows occurred. Since 1964, an annual 
average of 80% of the total payments resulted from 
licensing activity in manufacturing industries. The re- 
maining payments occuiied from licensing in petroleum, 
trade, and other n on manufacturing industries. 

Foieign Technology Availabilities 

In recent years, foreign managements have been 
very active in pushing introduction of their technologies 
in the United States. U.S. firms have also become more 
interested in taking licenses for foreign technology m a 
variety of fields offering promising marketing oppor- 
tunities in this country. A few examples follow. 

1 . A new pliable contact lens (SOFLENS), made by 
a soft, water absorbing plastic technology developed by 
the Czechoslovak Academy of Science, is now being 
licensed in the United States. 
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2. The "Soderberg System" used in the aluminum 
industry for ore treatment and refining is a majoi 
technological process developed in Norway, it is now 
used by about half of the alumina reduction plants in 
the United States. 

3. The German Wankel rotaiy combustion engine is 
licensed to Curtiss-Wnght Corporation, which has the 
rights to sublicense to North American automotive 
manufacturers and makers of other types of equipment 
The engine is now in a feasibility study stage. 

4. Over half of the plate glass produced in the 
United States is made under licenses for the Pilkington 
"float glass," process developed and owned in the United 
Kingdom. 

5. In broadening its activities to include water 
pollution control, Zurn Industries of Erie, Pennsylvania 
has entered into a licensing agreement with Balcke 
Maschienenbau AG of Dochum, West Germany for 
production of cooling water towers. Balcke invented the 
natural-draft cooling tower around the turn of the 
century, 

6. The Newport News Shipbuilding and Dry Dock 
Company has signed a licensing agreement with a French 
firm to build a ship container system that can keep 
liquified natural gas at -258 F for ocean transpott. It 
features a stainless steel inner membrane with additional 
layers of plywood and balsa. 

7. Leading Japanese industrial firms are offering 
licenses in the United States, such as Hitachi, Ltd., 
which announced availability of 513 of its U S patents 
for licensing. Included in these patents aie electron 
microscopes and other research and industrial precision 
instruments. 

8. Soviet technology now available for licensing in 
the United States relates to surgical devices, waterproof 
cement, various types of blast furnaces, hydraulic 
presses, welding equipment, and electroslag remeltmg 
process for making high-quality alloys, superalloys and 
other steels. 

Some examples of foreign technology flows to the 
United States over the years which have resulted in 
popularly- known products are: 

Ball-Point Pen-The modern form of the ball-point 
pen was developed by two Hungarians in the early 
1940's. Several United States companies, including 
Eversharp and Eberhard Faber Company, licensed the 
rights for production in the United States. 

Cellophane-Of French origin, cellophane was fust 
produced in the United States in 1924 by DuPont, 

which was assigned the U S. patent, process and know- 
how rights by the French developer. 

Crease-Resisting Fabrics-A major innovation in the 
textile industry, the crease-resisting piocess was the 
result of research by the Tootal Broadhurst Lee Com- 
pany Ltd., a British firm. Its commercial application 
dates to 1932, and is widely used throughout the world. 

DDT- Although originally prepared in 1874, DDT's 
msecticidal qualities were not realized until discovered 
by J.R. Geigy, a Swiss firm, in 1939. 



Fluorescent Lamp-Based on eailiei discoveries in 
France and Gennany, fluorescent lighting was fust 
marketed in the United States in 1938 by the Geneial 
Electric Company 

Hardening of Liquid Fats-Widely used in soaps and 
food, the process foi hardening vegetable and animal fats 
came fiom Geimany, and dates back to 1910-14, 

Helicopters-^ The fiist piacticable design was pro- 
duced in Gennany in 1937 United Aiiciaft Corpoiation 
produced the first successful United States design in 
1941. 

Insulin-Eli Lilly Company, an American funi, 
cooperated with a group of cxpeits associated with the 
Univeisity of Toronto to develop techniques for the 
factory production of tins Canadian invention. 

Jet Engine The jet engine was the result of simul- 
taneous development etfoits in England and Geirmmy 
during the late 1930'sand 1940's. 

Magnetic Recording- A Danish invention, it was 
first produced in the United States in 1903. 

Plexiglas and Lucite The American Rohm and Haas 

firm fust pioduced plexiglas in the United States in 
1935, based on discoveiies of the German Rohm Haas 
fum. Based on a Canadian discovery, DuPont secuiud 
patent rights to produce Lucite in the United Stales in 
1936. 

Penicillin Penicillin was discoveied in England in 

1928. 

Polyethylene The low tempeiatuie piocess for 
manufactuimg polyethylene was originally developed in 
Germany in the mid-1 950's; has since been licensed to 
United States films. 

Self-Winding Watch-Piimarily a Swiss invention, its 
development dates back to the 1920's. 

Tungsten Carbide Extensively used in dies, ma- 
chine tool cutting edges and when resistance to wear and 
conosion aie essential, tungsten caibide was developed 
commeicially in Geimany by Krupp. Geneial Electric 
Company purchased the American lights to Kuipp 
patents and has made numeious technical impiovemcnls. 

Channels for Obtaining Foreign Technology 

Many companies do not look for licensees. Tliuy 
merely accept or i eject those that offer themselves as 
candidates for a licensing agreement, Locating potential 
licensors may, theiefore, icpiesent a considerable piob- 
lem foi the American firm without oveiscas connections. 

Some licensing executives think the best way to 
locate or screen potential licensors is to talk directly 
with the candidates' customeis, distributors and sup- 
pliers. They also recommend interviews with bankers, 
businessmen and government officials in the licensor's 
business area, Three main avenues for American firms to 
locate possible providers of products, designs or tech- 
nology are; (1) thiough cioss licenses and giantback 
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clauses in licenses they extend to foreign licensees, (2) 
seeking licenses through the seivi<-es otfeied by the U.S. 
Depaitmenl of Commerce in cooperation with other 
fedeial agencies, (3) thiough the use of a patent or 
licensing company 01 mteimediaiy. 

Cross Licenses and Grantback-In conducting then 
foieign licensing negotiations, U.S. manufactuiing com- 
panies typically think in teims of a total compensation 
package undei a piojected licensing anangement. The 
most piominenl featuies ot the compensation aie, of 
couise, the loyally payments [emitted by the licensees 
and the technical fees icceived toi services peilormed foi 
licensees. As foieign governments have involved them- 
selves in licensing negotiations on behall of their 
nationals, U S. licensots have sometimes had less bat- 
gaining flexibility with icspect to loyalty rates and othei 
fixed components of the compensation patlein To some 
extent tins has led to incieased lecouise to letuin flows 
of technology. In a 1968 suivey by the National 
Industrial Confeience Board of types of return icceived 
from foreign licensing operations, ol 191 companies 94, 
or 49.2%, leported icceipt of feedback on licensed rights 
and technology while 83, or 43.5%, repoited receipt ot 
iccipiocal license rights icceived on a loyalty-free basis. 

Some licensors avoid cioss licenses and would lathei 
negotiate a sepaiate agieenient covering any iccipioeat 
license giants. Tlie avoidance may be for antitinst 
masons. Feedback lights and know-how aie commonly 
made available to the licensoi on an exclusive and 
loyalty-iiee basis. Howevei, if new patents 01 products 
<uc coveted by the ictuin giant, the contiact may 
stipulate that licenses will be gianted at reasonable 
loyalties mutually agteeable to the paities. 

As licensois, United States companies should be 
nioic inteiested in obtaining giantbacks than is cuirently 
the case. Kmopean companies, when extending licenses 
to United States companies aie highly interested in 
giiintbacks, even going so fai as to shade the loyalty late 
lower in consideration of potentially profitable new 
pioducls and impiovements. In sum, although there is 
still only a relatively small inflow of direct licensing to 
U.S. companies fiom abioad, it is significant foi some 
companies in piovidmg new products 01 techniques. The 
steady giowth of European reseaich and development 
activities is likely to expand this flow. 

Services Through the U.S. Department of Com- 
merceThe Patent and Tiademaik Office and the 
Domestic and In tei national Business AdmimsUation 
(DIBA) of the Depailment of Commeice offei some 
valuable seivices to the would-be licensee. In the Official 
dazcttc of the United States Patent and Tiademmk 
Olfice theie is usually a list of patents offeied tor 
licensing 01 sale by their owners-domestic or foieign. 
Patentees wishing to publicize the availability of theii 
patents aie peimitted to list them; a $3 charge is made. 
A page of the Official Gazette showing this featine is 
attached as Annex A. 

The OJficial Gazelle is available from the Patent and 
Trademaik Office. Also several hundred libraries 
throughout the countiy receive weekly issues of the 
Gazette as depository libianes. 



As pait ot the U S. Government's cffoits to improve 
the balance ot payments, DIBA has a program to 
facilitate the licensing of foreign inventions and products 
in the United Stales This progium receives wide and 
favoiable attention in European business circles, and lias 
helped to bung about a number of successful licensing 
arrangements in the United States between foreign and 
U.S. films. 

The advantages to the U.S, balance of payments can 
be significant If the U.S licensee company can manu- 
facture goods which might otherwise have been im- 
ported into the United States, the difference between 
the import price and the much lower royalty payment 
can be saved. 

The pimcipal advantage to the foreign firm is, of 
course, the access to the world's richest markel-50 
United States-witliout the substantial jost of building 
up its own distribution, pi emotion and advertising 
oigamzation. 

For the Ameiican company which manufactuies in 
the United States a foreign-developed product under 
license, there are several advantages 

1. It can bring about diveisification of product line 
without cost of lesearch and development. Many foieign 
pioducts arc based on a high level of technology and can 
only find then optimum market within the enoimous 
U S. market. 

2. It may give Ameiican companies access to 
patents on design and piocesses owned by foreign 
companies. 

3. Theie is a possibility of reciprocal licensing 
airangements for distribution of the American com- 
pany's pioducts m the foieign paitnei's sales teiritory. 

4. Theie can be a strengthened financial position. 

5. Theie is possibility of penetrating comple- 
mentary maikets and of expanding existing ones. 

To implement this piogram our commeiciat officers 
in the U.S. Embassies and Consulates abroad actively 
seek to interest potential licensors. The foreign firms 
intciested in having their products or processes used in 
the United States under licensing agreements will discuss 
it with commercial officers, and piovide details of their 
products and components This information is passed on 
to DIBA's Bureau of International Commerce (BIG) in 
Washington which makes it known to American com- 
panies through the bi-weekly publication, Commeice 
Today, and thiough the 43 Commeice Distiict Offices, 
State industual development agencies, banks, utility 
companies, some private fnms with in-house publi- 
cations for their industrial clients, and by other means. 
Annex B illustrates the treatment given these licensing 
opportunities in Commerce Today 

The official of an Ameucan company who becomes 
inteiested in a particular product biought to his atten- 
tion in one of these ways will so infoim BIG of his 
interest. BIC will send him the name and addiess of the 
foreign company and technical hteiatuie on its pioduct, 
if available, from winch the official can make an initial 
evaluation; and if the official is interested in puisumg 
this opportunity further, he can make contact witli the 
foreign company diieet. 
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BIC also has a proposal form (Annex C) for U.S. 
companies interested in producing foreign goods undei 
license. The form is designed to elicit such information 
as, what are you manufacturing now 1 ', what are your 
manufacturing capabilities', and what kinds of foreign- 
developed products do you want to manufactme and 
market 7 This information is forwarded to the U.S. 
commercial officers in key cities in Europe, Canada and 
Japan. These officers make your wishes known to 
foreign manufacturers, and the Department subse- 
quently sends to the American company the names and 
addresses of responding foreign firms along with sales 
and technical data covering the products they offer foi 
manufacture in the United States. The American com- 
pany takes over from there 

Licensing Companies and Intermediaries-There are 
a number of so-called licensing companies, patent 
development companies and the like which offer services 
ranging from finding products and business oppor- 
tunities, to negotiating and administering licensing agree- 
ments. Many export management fiims also provide 
these services These licensing specialist firms have 
become an important source of information on new 
developments in various technical fields. Most of their 
work is in the foreign field because prospective licensees 
can usually find adequate assistance in the United States 
through their usual trade contacts and professional 
advisers. The use of intermediaries for finding puiposes 
is especially suitable for companies too small to pursue 
extensive inquiries on their own, or to be the recipient 
of direct proposals from abroad. 

You can identify and reach these inteimediaries 
through your own firm's legal counsel or through the 
Yellow Pages (see "Patent Development and Marketing," 
"Management Consultants," and "Foreign Trade Consul- 
tants," among others) You will find a number of such 
firms under these listings in any large city. An example is 
the National Patent Development Company which is 
engaged in the development and marketing principally 
through subhcenses-of a product used for various 
medical purposes for which it holds licenses from the 
Czechoslovak Academy of Science. 



A very u&eful-and unique-list of Institutions and 
Publications which Publicize Opportunities foi the S.de 
or Licensing of Patented or Unpatenled Technology h'.* 
been piepared by the Woild Intellectual 1'iopeity Oigan- 
ization (W1PO), located in Geneva, Swil/erUind, WIPO 
is the admmisteimg agency for the Inteinalumal J'jlenl 
and Trademark Convention (Pans Union) The publica- 
tion is entitled Transfer of Technology and Licensing 
Opportunities and lists the names and uddiesses of 120 
institutions, both governmental and nongovernmental, in 
28 countries. 

Market Analysis and Trademarks 

In the process of identifying pioducls and piocosbcs 

for use in the United States, it is impoitinH mil to 
overlook the question of whelhei the U.S. maikoMvill 
be receptive to the innovation in question. Tins is 
especially vital for consumer products. Tlicic hnvo been 
some unfortunate experiences indicating that nol ;ill new 
ideas travel well. To cite one example diy soups 
dominate the market in Europe, but Inch intuxluction 
in the United States proved a failuie. So the selection 
process must include sound market analysis and ;i 
maiketmg strategy that takes into account the dif- 
ferences between the United States and foicign rnnikols. 
In this connection, the prospective licensee will want lo 
give thought to the use of a tiademaik in inurkelinn Ihc 
licensed product. There may be an advantage in pos- 
sessing the right to the licensor's maik if it is well-known 
and respected. On the other hand, the licensee might bv 
well advised to use lus own or develop a new tnuEemaik 
in order to pieserve his maiketlng position in CHSL* the 
basic license should terminate. However, the legisluilioii 
of licensed patent and trademark rights is a matter lo be 
conskleied in the licensing negotiations, and tluit Mibjccl 
is outside the scope of this article. 

In the last analysis, pioduct selection is an wt, not :i 
science. Investments which appear [national could pet- 
haps be the ones to bring in the best dividends in Ihe 
future. Who would have invested in Gutenbeig if he had 
known the contemporaiy market foi hooks wa.s so 
limited? 
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ANNEX A 



OFFICIAL GAZETTE 



DECEMBER 7, 1971 



Certificates of Correction for the Week of Dec. 7, 1971 <i,BSS,l>33 



METHOD AND APPARATUS FOR HIMULTANK 
OUSLY UPSET FORMING BOTH ENDS OF 



3,317,370 


3,571,080 


3,580,304 


3.585,000 


A DUCTILE MATERUL HOD BLANK OR 
THE LIKE 


3,380,033 
3,471,800 


3,571,700 
3,571,802 


3,580,000 
3,660,087 


3,530,744 
3,588,058 


3,010,204 APPARATUS FOR ACCRETING MOLTEN COP 
PEIl ON A MOVING CORE MEMBER 


3,505,310 
3,515,081 


3,072,037 
3,072,318 


3,581,100 
3,581,277 


3,OSB,U7;i 
3,087,082 


3,010,340 REFINING OF LIQUID COPPER 


3,522,410 


3,072,811 


3,581,035 


3,637,1 7H 




3,520,300 


3,573,208 


3,581,830 


3,587,503 




3,531,318 


3,573,384 


3,581,083 


3,588,047 




3,533,042 
3,541,322 
3,040,512 


3,573,070 
3,573,784 
3,573,807 


3,582, H8 
3.582,701 
3,582,1)04 


3,588.140 
3,588,004 
3,580,330 


General Electric Companj Is prepared to grant noa exclu 
Hiie llietiHcij under the following 42 patents upon reasonable 
terms tu domestic ninnuiactiirers 
Applications for lltcnse under tile fullov, jnj; 2 patents maj 


3,018,040 


3,573,000 


J.382,033 


,!,58S,78S 


b addressed to Patent Counsel. Visual Communication 


3,040,342 


3,574,347 


3,083,128 


,!,rto,7,sti 


Products Operation, General Electric Comprinj Wnjnesliuro, 


3,010,130 


3,374,530 


3,583,157 


3.501,040 


\ JL , 22080 


3,551,122 
3,805,330 


3,074,810 
3.075,441 


3,583,310 
3,383,354 


3,001,733 
U,002,04H 


3,."iS0.704 TV CAMEIU SYSTEM EMPLOYING A LU\II 
NA-NCE PICKUP TUBE AND A COLOR PICK 
UP TUBE FOR MULTIPLEXED RED AND 


3,6:17,177 


3,070,271 


3,583,330 


3,302,722 


BLUE SIGNALS 


3,558,274 


3,570,038 


3,683,780 


3,002,752 


,1,300,207 METHOD OF J01MNG WIRES OF DIFFERENT 


3,508,701 


3,570,028 


3,683,882 


3,502,770 


DIAMETERS 


3,500,HD 


3,070,070 


3,081,207 


3,592,001 


Applications for licensing under tlie following 4 patents 


3,502,044 


3,577,271 


3,584,450 


3,502,00(1 


may no addressed tu: General Electric Companj. Ordnance 


3,503,025 
3,80.3,510 


3,077,385 
3,577,587 


3,584,483 
3,084,052 


3,503,128 
3,004,117 


Department, 100 Plnstles Avc, Plttsfleld. Mass, 01201 At- 
tention J F McDeiltt, Patent Counsel 


3,605,241 


3,078,310 


3,584,071 


3,004,142 


.J.150,030 SUPERCONDUCTIVE MATERIALS 


3,500,075 


3,570,224 


3,680,057 


3,504,305 


3.105,403 SUPERCONDUCTIVE MATERIALS 


3,507,017 


3,070,443 


3,535,200 


3,305,800 


3,100.800 SUPERCONDUCTIVE MATERIALS 


3,507,737 


3,570,400 


3,585,402 




3,201,758 SUPERCONDUCTIVE MATERIALS 


3 800 020 


3,570,030 


3,585,515 








3,070,701 


3,085,040 




Applications for license under the following 10 patents maj 
lie nodrcsRed to 1 Patent Counsel, Major Appliance Bnslnes-t 










Group, General Electric Compnnj, Applln nee Park, Louisville, 










Kj , 40225 










3,304,588 CLOTHES TREATING MACHINE WITH AUTO 


Paicnts Available 


for Licensing or 


Sale 


MATIC UNLOADING MEANS 


I). 213,050 


WATER SKI ROPE HOLDER 


Kenneth L 


.1,373,301 PROCESS OF DRYING FABRICS IN A HOTAT 
ABLE RECEPTACLE 


lies*, 0703 Ft. _-. . 


irrlflr Court, f 


iacrnmemo, i_aui. i 


>5822 




3,225,701 FATIGUE SUPPORT Robert Sweden 120 
I'olnclniinn Drive, Mnrtlno?. On . 30007 


3,381,380 DRYER CONTROL 
3,,i01,IOO ELECTRONIC DRiNESS CONTROL 


gun 7411 


FASTENER 


TOOL WITH FAS 


iTENLR 


3.4.10,223 SIGNAL ME4N8 FOR AUTOMATIC WASHING 


(1 vVlIVn Ml" 


\N8 Howard 


1 K Learned, 3325 


N HlllnUlP, 


MACHINE CONTROLLED BY TIMER 1)13 


Wichita, Knm 


,', 07210 






VICE 



Oil o 



3-150301 MALE GENITAL APPLIANCE Bruce T ;i,404,2.>J 
Clark, 133 17th St., Oakland. Calif . 04012 

3677580, BEI.PCM3ANAI1LK HAIRBRUSH Robert B 

Rnml I- O BOK 2401, Charleston. W. Vn 3.400,002 

3,080,033, mNOLH CONTROL FAUCET Ernest C Ilruun- ti487 ,,, fl 
IIIR, 23,43 XolllTificr Rond, Columbim, Ohio , 432^1 

TIRE PRESSURE WARNING DEVICE Mr- 

803 W 07th: St . Odessa, Tex , 70700, 3,534,300 

3,506,248 'CLIOANSING DEVICE Earl Wrlyhl. Cream f -,,,-,37,170 

ProductB, Inc , P.O. Bos 01, Decntur, III , 02525, ;) mfj 7sg 

INJECTION APPARATUS ANP SIETIIOD OF ' ' 

. ffirt M Dwyer. 00 Church St., Pljmou.ti, ^^ 

RURAL MAILBOXES 

ve, Cnrmlclinel. Calif, 3,5B4,05fi 

'rue F Sease, B It. 3, 3,393,028 
3.500,834 



I'n , 18061, 



) 
Alrlilll iioail, Broolt 



BLOCK 

. Olilo, 



ELECTRONIC TEMPERATURE REGULATION 
SYSTEM USING SOLID STATE DEVICES 
AND POINT CONTACT SENSORS 

FLUID NOZZLE 

ELECTRONIC TEMPERATURE REGULVTION 
SYSTEM USING SOLID STATE DEVICES 
AND POINT CONTACT SENSORS 

SOLID STATE TEMPERATURE SENSOR 
VALVE ASSEMHLY. 

NOISE BAFFLING METHOD AND APPARATUS 
FOR A WASHING APPLIANCE 

SIGNAL AND CONTROL FOR WASHING MA 
CHINES 

RACK ASSEMBLY FOR FRONT LOADIN'R 
DISH-WASHER 

CONTROL MEANS FOR AIR CONDITIONING 

SYSTEM 

SELF-RE VERSING SPRAY ARM ASSEMBLY' 
FOR A WASHING APPLIANCE 

ADJUSTABLE AGITATOR FOR FABRIC 
CLEANING MACHINES 



The following 2 patents are offered Ly : C Forehand, 8i000iflM 
101 IJ Pope St.rBox 428, Syl\ ester. Go , 31701 

MISSILE GUIDANCE SYSTEM. Applications for license under Mic.lqllofflnB 22. patent 

SAFETY RAZOR. 



3,210,325 
3,507,fi10 



ma's lie* addressed" to "Patent .Counsel, Transportation _Sj,s 



General .Motors CMtlon . 

.IU.ITO HPW """ ^ Blo 



teuiB BiiHlneHi Division, General Eleclrlc Companv. Legal DD 
liartment, Bldff. 20-2, 2001 B Lake Road, Erie, Pn , 10501, 

3,450,873 RAIL VEHICLE DETECTION SYSTEM 
3,450,874, RAILWAY TRACK CIRCUIT 



T. ^'? l0 to85n^MSrS| B 

Detroit Mich., '48202 

i, 400 737. DBASHNO OF TITANIUM 

''' '' 



B| B ^.80M W Grant Bhd! a , 45 0,043 



3.460.044 
3.457,487 



OVERSFEED CHECKING CIRCUIT 

INTEGRITY CHECKING CIRCUIT FOR TRAIN 
CONTROL SYSTEM. 



STATIC 
TROL 



FIELD SHUNT CONTACTOR C0\- 



Tlio following 4 patents nre offered by the Kennecott Copper 3]4B8|73I pnBClSION TIMING PULSE GENERATOR 
Corporation . licenses for the. patents may be ml- 3.430,037. 



SELF CHECKING SYSTEM FOR A VEHICLE 
SEPARATION SYSTEM 



,1,400,524 
3,400,051. 



SPEED TAPER BRAKE 
TEM 

SIGNALLING SYSTEM 



MODULATION SYS 
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ANNEX B 




Licencing and investment proposals from foreign firms arc listed in these column* 
Specific product interest 1 , in each proposal are highlighted in bold type to facilitate 
identification and each proposal n preceded by the appropriate four-digit piothict 
number taken Irani the Standard Industrial Classification (SIC) Manual 

Background information on opportunities abroad and assistance on overseas invest- 
ments ure available from the Overseas Products and Investment Opportnnitie\ Stafl, 
Room 4021, US Department of Commerce. Waihmi>ton, DC 20230 "P" nunihen 
should he used \\hen responding to any a/ the specific proposals listed 

WTDR indicates that a World Trailers Data Report containing financial and batk- 
ground information on the foreign firm is available for $15 from the C\port Infoitna- 
tion Division, Room 1313, US Department of Commerce, Washington, DC 20230, 
or from any Commerce District Office 

OP1C indicates that the country involved n eligible for investment insurant a cov- 
erage and financing from the Overseas Private Inve\tment Corporation, Information 
regarding applicable coverage may be obtained from OPIC, Washington, D.C, 20527, 



0189 MALAYSIA Government organiza- 
tion seeks foreign investment fur joml ven- 
tures Coconut plantations mul tapioca plan- 
tations, including large acreages of virgin 
lands are open as investment opportunities 
Write Managing Director, MANJ/.SCO, 3'J-C, 
Jalan Irawadi, Pulau Pmang Cable' MAZSCO, 
PemNG P-75fi70 OPIC 

2020 SENEGAL Collaboration is sought 
wilh n U S, firm (o produce milk, yogurt and 
ice cri'itm. Firm also wishes to purchase 
equipment for producimn and pacKigmg of 
above mentioned items Company's current 
activity is production of conuentraled milk 
products using imported milk powder, pro- 
duction capacity, 17000 ml yearly Has 
limited facilities for packing, freezing, cooling 
and laboratory work A Moclar Sow, 
DircUeiir. Snuetc Indiistnellc de I'rodmls 
Lamers (SIPL), II rue Malan, HP 145, 
Dakar \VTDR P-75673 OPIC 
2038 DENMARK Firm seeks joint ven- 
ture with US producer of machinery and 
equipment for manufacture of prepared 
corn-on-llie-cob to be sold wrapped for re- 
tailing Established m 1973, company em- 
ploys IB Paslex Products A/S, 12 Vejlegade. 
Dk-2100 Copenhagen WTDK P-75672 
2269~UN!TKI> KINGDOM Company 
seeks arrangements to manufacture under 
license on behalf of Amentum textile torn- 
panics non-woven fabric made from >nrn suit- 
able for label and lining trades M.itenal is lo 
be manufactured by either dry or wet method, 
preferably pl.im matt and glossy satin finish 
suitable for dyeing and printing Fabric 
should have strength combined with draping 
properties Company is manufacturer and 
distributor of textile garment lining estab- 
lished m 1959 It has K5 employees M 
Booth, Managing Director, llooth & Speak 
(Textiles) Ltd, Albion Mill, Earby, nr Colne. 
Lancashire P-75671 

2400 MALAYSIA Slate of Kelanlan in- 
vites U S firms In participate in establish- 
ment of forestrj complex. American com- 
pany is offered up lo 30 percenl equity in 
proposed piojecl in return for lechmial and 
marketing assistance Operations will involve 
logging and wood processing, including saw- 
rnillmg, dry kilning and production of mold- 
ing and prefabricated homes Sources of sup 
Ely of timber for project is 229,000-acre 
elah forest reserve Interested companies 
are invited to submit proposals to- Chair- 
man, Federal InJustn.il Development Au- 
thority. P.O Uox 618, Kuala Lumpur P- 
75691 OPIC Further details available from 
Overseas Products & Investment Opportuni- 
ties Staff, Room -1021, US Department of 
Commerce, Washington, DC 20230, 



2640 UNITED KINGDOM Seeks license 
to manufacture light weigh! mulling bafj,s mid 
uenlj dct eloped fypes of envelopes. Firm 
produces and markets paper bags and satks 
m U K and Common Market, Is also dis- 
tributor of plastic bags A Austin, Managing 
Director, Alf Cooke Hag Co Ltd , Ilellc Isle 
Road, Leeds LS 10 2DG, Yorkshire, Eng- 
land P-75669 

2641 MALAYSIA Interested in joint ven- 
ture to nianufaclure nolyelliyleno/polypropy- 
lenc for lamiiialion on cellulose Illms, paper, 
aluminum foil, waxed paper and stencils. 
In exchange for technical know-how and 
prodiitlioii machinery U S lirm is offered up 
lo 40 percenl equily and management par- 
ticipation in projecl Malaysian company has 
acquired 6 1 acre site in Malacca, about 100 
miles soulh of Kuala Lumpur Is building 
new plant Firm repoilcdly has oblamed 
pioneer stains for project from Malaysian 
Government G I Bong, Managing Dnec- 
tor. Malaysia Waxed Paper Manufacturers 
Berhad, c/c Malaysian Inlcinalional Mer- 
chant B, inkers Herb, id, Yec Seng Building, 
5lh Flooi, Jalan Kaja Chilian. Kuala 1 timpur 
W1DR I'-75fiGl OPIC 
2751, 2752 SWEDEN I icensmg or pint 
venture arrangement sought lo produce non- 
forgonbtc Inlten lickcls. Firm only mlettsled 
in coniacis with US mutHifaUunng com- 
panies Company is subsidiary of CSSELII 
AH, large, established business in printing 
industry Ragn.u Fridman, Vice President, 
EbsiLTt Vardciryck All, Ho*. 7WJ, S-HI3 M5 
Stockholm 7, telephone. 08/247810, telex, 
13055 safety S HroUime describing Fssn n 
group available from Overseas Products & 
Investment Opportunities Stall, Room 4021. 
US Deparlmenl of Commerce, Washington, 
DC 20230 P-75674 

2899 SAUDI ARABIA Seeks joint ven- 
ture wilh US firm lo establish f.icloiy lo 
pioducc founliiin pen Ink in Jidda Plunned 
output is 100 do/en 2l-i o/ hollies per 
eighl hours Saudi fnm seeks 50 ( ; shaie 
US company will be expected to provide 
know-how, technical assistance, maUimcry 
and equipment Saudi firm is mcdium-si^ed 
and deals in eleUncal equipment, radios mid 
TV sets lape recorders, building materials 
and decoration items. M A, Moosa, Orient 
Corp, Musfala Si, Mecca Cable, 
AiMAiiru?, MLCCA, lelephonc, Mecca 2472 1 ! 
Jidda 25628 P-7S6S4 OPIC 
3241 SAUDI ARABIA Seeks U S partner 
lo establish factory for manufacture of 
cement blochs m Saudi Arabia Plant should 
be able to produce 1,500 blocks per hour 
Machinery should have provisions for inter- 
changeable frames lo manufacture different 
size blocks U S partner should supply 



machinery and equipment, install and provide 
technical know-how Saudi Arabian compnny 
is medium-sired firm which imports- and 
wholesales prefabricated houses, hospital 
equipment, and undertakes elcUncnl air con- 
ditioning and civil engineering conlraus 
Owner is member of royal family Prince 
Abdul Rahman Bin Saad Bin Abdul Rahman, 
U-Amal LSI, PO Box 1147, Riyadh Hlmne, 
25831, cable, ALNAKHLII, RIYAWI P-75ft8l) 
OPIC 

3251 SAUDI ARABIA Seeks joint ven- 
ture airangemcnl with US fiim to establish 
factory for manufacturing hollow brick 1 ,. 
FaUoiy should be able lo produce 100 Ions 
of bricks per eight IHHII day U S firm should 
provide machinery and equipment, tcihniuil 
know-how and parlicipale financially Teims 
and conditions for U S participation ne|jii- 
liable I'liin is engaged in general contracting 
and has executed several civil engineeiinjj 
contracts for government and private sectors 
Conlact Mohammed Saikhan. Arabian Co- 
operalion Co, PO Box 2011, Riyadh 
P-75679 OPIC 

3296 UNITED KINGDOM Firm scc-Xs 
licensing arrangement lo pioducc fibertthiss' 
moldings mid related products. t out |>any 
prescmly produces fiberglass moldings of all 
types, jiaitieularly pleasure and woik hoists, 
huts', tanks and various miscellaneous indus- 
trial products Is interested in all kinds of 
articles in this material except boats, It would 
be prepared lo undertake marketing, as ie- 
quned, and is currently selling overseas U) 
all areas except Soulh Amenca and Smiilicrn 
Asia Lstubhshed I95fi, employs 2-1 U F 
Collins, Director. Pearson llros (Enplomcl) 
Lid,, No I Hangar, Ford Acnxliome, 
Anmdel, Sussex I1NIK OBU, Kngluml. 
P-75662, 
3312, .1441, ,1.143 UNITED KINGDOM 



Important Notice 

Member countries of the League of Ar.ih 
Stales employ a secondary boycott against 
foreign firms which undertake certain spe- 
cified types of business relationships with 
Ihc State of Israel. It Is possible that U S 
firms responding lo trade or investment 
opporlumiics from Arab countries pub- 
lished herein may be asked at some singe 
of a iransaclion to participate in an Ar;ib 
boycott -related restrictive trade piacliee 
as defined in the Department's Export 
Administration Regulations (15 CFK, 1'nrt 
369 et seq.) 

Firms are reminded thai pursuant to 
Section 1(5) of the Export Administration 
Act of 1969, aa amended, U is the policy 
of the United States (a) to oppose restric- 
tive trade practices or boycotts fostered 
or imposed by foreign countries ngtiinst 
other countries friendly to the United 
Stales, and (b) lo encourage and request 
US. concerns engaged in ihe expon of 
articles, materials, supplies, or information 
lo refuse to take any action, including the 
furnishing of information or the signing 
of agreements, which has ihe efTcU of 
furthering or suppoiting such restrictive 
Iradc pracdces or boycotts. Accordingly, 
U,S._ concerns lecciving such icqiicsis to 
participate in n restrictive trade maclicc 
or boycott arc encouraged and requested 
to refuse to comply with them 

Firms arc further reminded thai U.S. 
concerns receiving requests to participate 
in a restrictive Iradc practice or boycott 
must report such receipt to the Depart- 
ment of Commerce in accordance will* 
Section 369.2 of the above-cited regula- 
tions 



COMMERCE TODAY, OCTOBER 13, 1975 
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ANNEX C 
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UNITED STATES DEPARTMENT OF COMMERCE 
Domestic and International Business 
Administration 

Washington. D.C SQ234 



OFFICE OF EXPORT DEVELOPMENT 



PROCEDURE FOR SUBMISSION OF 
LICENSING/JOINT VENTURE PROPOSALS 



American companies can acquire new products and technology from foreign companies 
under licensing or joint venture arrangements. 

If your company is interested, please complete the attached form and return it to this 
Office, Pertinent information abstracted from the form will be forwarded to U.S. Commer- 
cial Officers in key cities in Europe, Canada, and Japan. These Officers will make known 
to foreign manufacturers your interest in producing their products m the United States. 

The U.S. Department of Commerce will subsequently send to you the names and addresses 
of responding foreign firms along with sales and technical data covering the products 
they offer for manufacture in the United States. 

You will he expected to acknowledge to the firms the receipt of their offers and, after 
evaluation, to let the firms know of your company's interest. Copies of your letters 
to the foreign firms are to be sent to this Office. 



Office of Export Development 
Bureau of International Commerce 




Attachment DIB 4036P "Licensing/Joint Venture Proposal' 
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Torn Appioicd, OMI1 No .ll-IUH'16 



FORM niH-ilM'ip 

IREV - 176 ' LICENSING/JOINT VENTURE PROPOSAL 


U S, DEPARTMENT OF COMMERCE 

DOMESTIC AND 1 H TC RN A TION A L BUSINESS 
ADMINISTR A TIOIJ 
BUREAU OF INTERN* TIOHA1- CQMMtKCE 


1 


Name and address of tomp.iny (Street, City, Stale and Zip code) 


2. Yenc established 




1. No. of employees 




i. Sales last yenr 






S 


s 


Name and tide of official to be contacted Phone 


. Hank Reference 


7 


Products presently manufactured 






(KInifly enclose brochures or (fern sheets descilblnf tlieso products) 




a. 


Distribution system 






1 international | nationuide | ' regional 






[_ 1 own sales force | 1 reps f~~l Older: 










Poreign products which wt might want to manufactute (please be specific, ovoid b 
"llehl Industrial machinery") 


oad forms auc/i as "electronic products" or 


10. 


Type of attangement desired. Q licensing [^J joint ventute * 


If .1 joint venture - we cvpcci the folluttinp services nnd/or equity to he pmvidei by the foreign participant 




We will provide the following 






2i ta u:^/iir,i:=:^x"i.r3' -- -"" - 


..p...u...i w ,.,*i.,. fr ol m p. n , 1 a nrf 


Additional information moy bo continued on reverse side of this form or provided on supplementary 
sheet numbered to correspond with items above. 


Signature and title 


Date 


FORM DIB-403BP IRFU 4.751 ' 



Please return this completed form CO- OHlee of Export Development/'BIC IRnom -1020) 

Domostie and International Business Adminliliatlon 
U.S. Departmon t of Commeice 
Washlnglon, 0, C, 20230 



WESTERN HEMISPHERE TRADE CORPORATIONS AID EXPORTS TO LATIN 



By MICHAEL A. ALLARA 



Legal and tax clarifications affecting the category of 
business enterprises known as Westein Hemisphere Trade 
Corporations (WHTC's) have stimulated renewed interest 
in them. These claiifications are welcome because the 
WIITC constitutes a significant tax benefit for those U.S 
businessmen who expoit to, 01 make active investments 
in, the non-U.S. part of the Western Hemisphere. Special 
tax benefits have been available to any corporation 
qualifying as a WIITC since Congiess passed the Revenue 
Act of 1942. Although the Act was originally passed to 
impiove the competitive position of U.S. businessmen 
who made direct investments in Latin America, it has 
been forged by court decision into a valuable aid to U.S 
firms expoiting to Latin America and Canada. These 
decisions have claufied most of the original uncertainty 
about an cxpoiter's eligibility to benelit from the Act, 
and subsequent U.S. Treasiuy acquiescence in these 
decisions has made it a reliable tool for U.S. exporters. 

Eligibility Requirements 

To claim the status of a WIITC, under Section 921 
of the 1954 Internal Revenue Code a domestic corpora- 
tion must meet the following qualifications: 

Its entire business (other than incidental pur- 
chases) must be carried on within the geographical limits 
of North, Central, or South Aineiica and the West 
Indies. 

Its gioss income for the 3-year period immediately 
pieceding the close of the taxable year (or for such part 
of such period duiing which the corporation was in 
existence) is deiived fiom (a) sources without the United 
Stales (95% or moie), and (b) the active conduct of a 
trade 01 business (90% 01 more). 

A coipoiation which meets these qualifications is 
taxed as any other domestic corpoiation except that, 
based on its status as a WHTC, it receives an additional 
deduction under Section 922 of M / 4 8ths of its taxable 
income. The numerator of this fraction is always 14; the 
denominator equals the current total noimal tax and 
surtax. This fiactional computation is the same whether 
the corpoiation's taxable income subjects it to a 
combined normal tax and surtax, or to the normal tax 
only. The practical consequence is to tax a qualifying 
corporation on only about 70% of its profits. 



The additional deduction, in effect, makes the 
surtax applicable only to taxable incomes over 
$35,294.12, instead of $25,000. A WHTC pays only 
15.6% tax on its first $35,300 of net profit and 34% on 
the excess, whereas domestic corporations ordinarily pay 
22% tax on the first $25,000 profit and 48% on the 
excess. 

Geographic Limitations 

All WHTC's must be domestic corporations created 
or organized in the United States under the laws of any 
state or the District of Columbia. An exception is made 
for corporations formed in Canada or Mexico solely to 
comply with the laws of those countries. Such a 
corporation is treated as a domestic U.S. corporation for 
purposes of qualifying for the preferential tax rate. To 
so qualify, the Mexican or Canadian corporation must be 
included in a consolidated return. 

The applicable regulations do not explicitly state 
which countries or territories are considered Eo be within 
the Western Hemisphere. The United States and the 
countries in North, Central, and South America are 
considered to be within the limits in which a WIITCs 
entire business (other than incidental purchases) must be 
conducted. However, a series of rulings have expressly 
extended the geographical limits to include the Virgin 
Islands, the Bahamas, Puerto Rico, the Lesser and 
Greater Antilles, the islands off the shore of Venezuela, 
Newfoundland, and even Greenland. Bermuda and the 
Falkland Islands have been expressly excluded. 

Section 921 specifically permits a corporation for 
taxable years beginning with January I, 1954, to 
maintain its WHTC status although it makes "incidental 
purchases" outside the Western Hemisphere. Treasury 
Regulations have defined "incidental purchases" as those 
which are "minor in relation to the entire business" 
(those which do not exceed 5% of the corporation's 
gross receipts from all sources for the taxable year will 
be automatically deemed incidental) or those "non- 
recurring or unusual in character." 

The Court of Claims in deciding a case-Otis 
Elevator Co, v. United States (1962)-concernmga 1950 
leturn held that a corporation maintained its WHTC 
status although it received components from countries 



89 



outside the Western Hemisphere in an amount equal to 
6 2% of the corporation's gross income The Court was 
unable to apply the "incidental purchases" exception 
retroactively but nevertheless held that to deny this 
taxpayer WI1TC status would "thwart the well-defined 
Congressional objective to encourage American corpoia- 
tions to engage in foreign trade " The Coinmissionei of 
Internal Revenue subsequently announced that lie will 
no longer litigate the "entire business in the Westein 
Hemisphere" requirement in pre-1954 cases in winch the 
5% limitation is not exceeded. 

In Topps oj Canada, Lid, v. Commissions (1962), 
the Tax Court upheld Tieasury's Regulations concerning 
the interpretation of "incidental purchases" against the 
taxpayer's argument that the term meant "pinchases 
incident to its business." In this case, the non-Western 
Hemispheric purchases amounted to 34% of the corpoia- 
tiorTs gross receipts. However purchases amounting to 
more than 5% of gross receipts need not disqualify a 
WHTC for such status under these regulations, especially 
if such purchases are unusual and nonrecuiiing in natiuc, 

Gross Income 

Gross income undei the qualifying requirements 
mentioned earlier refers to a corporation's sales minus 
the cost of goods sohi-not gross sales. The 3-year peiiod 
applies only to corporations which have been in exis- 
tence for 3 years. A new corporation may meet the 95% 
and 90% requirements for a period of less than 3 years if 
this shorter period includes its total period of existence. 
This permits a corporation to derive tax benefits fiom 
the date of its incorporation 

To qualify as a WHTC, a corporation must deiive at 
least 95% of its gioss income from "sources outside the 
United States." Exactly what constitutes "income fiom 
without" or "income from within" the United States is 
not defined in Section 921, but such deleimmations can 
be made under Sections 861-864. 

For practical purposes, domestic manufacturer and 
processors arc prevented from qualifying as WIITC's 
"Income from the sale of personal pioperty pioduccd 
(in whole or part) by the taxpayer within and sold 
without the United States . . . shall be treated as 
derived partly from sources within and paitly from 
sources without the United States." The Regulations 
include within the category of "production activity" 
creating, fabricating, extracting, curing, and aging. The 
determination of what portion constitutes income from 
within the United States is computed under the appor- 
tionment formula of the Regulations. 

Income derived from the puichase of personal 
property within the United States and its sale without 
the United States is considered to be derived entitely 
from sources within the country in which it was sold. 
Therefore, to satisfy the 95% requirement, a corpoiation 
producing in the United States and selling outside will 
often find it necessary to form a sepaiate selling 
subsidiary as a WHTC. 

All transactions between the parent and the selling 
subsidiary must be on an "arm's length" basis. Other- 



wise, the Commissioner may teallocale income and 
deductions between the two lelated coipoialion.s "to 
pievent evasion of taxes 01 cleaily lo i oiled the income 
ofcithei ol the sepaiate companies." 

Consideration will be given to all the facts and 
circumstances involved in each case Lo deteimine 
whether a paiticular transaction is at ".inn's length." As 
long as the piofits aie somewhat commensuiate with the 
value of services peifonned by the two id a led hum, the 
statutory icqiiirements should be satisfied. 

Place of Sale 

Court decisions have coiisisleiUly held that the 
determination ol souices ol income is lo be made in 
accordance with the "passage of tille" lest. Theieloie, as 
long as title and beneficial owneiship aie imaiiged lo 
pass outside the United Slates, negotiation and execu- 
tion of the contiact as well as the collection ol Hie 
purchase pnce may take place within the United Stales. 



Read about it in periodicals 

U.S. firms inteiested in exporting as Western 
Hemisphere Trade Corporations will find addi- 
tional information in the following articles' 

The Western Hemisphere Trade Corporation: The 
Bountiful Tax Accident, by Anthony P. David, 
Harvard International Law Journal, Wintei 
1969 (vol. 10), pp. 101-149. 

Western Hemisphere Trade Corporations: Recon- 
sidered, by David L. Gibson, William and Mary 
Law Review, Fall 1967 (vol. 9), pp. 205-218. 

Western Hemisphere Trade Corporation Act: The 
Need for Reassessment, by D. I. Wilson, Journal 
of Law and Economic Development (now 
Journal of International Law and Economics), 
May 1967 (vol. 2), pp. 208-299. 

Advantages of Operating as a Western Hemisphere 
Trade Corporation, by Paul Seghers. Practical 
Problems in Taxation of Foreign Operations, 
Journal of Taxation, Inc., New York, 1965. 

Western Hemisphere Trade Corporations, George- 
town Law Journal, Spring, 1965 (vol. 53) pp. 
802-812. 

Western Hemisphere Trade Corporation Allure 
Increased by 1964 Tax Reductions, by Paul 
Seghers. Journal of Commerce, March 31 
1964. 

1962 Act Requires New Look at Role of WHTC in 
Export Field, by Julian 0, Phelps. Jouinal of 
Taxation, July 1963, pp. 54-56. 

The Western Hemisphere Trade Corporation: A 
Functional Perspective, by Leo J. Raskind. 
Vanderbilt Law Review, December 1962 (vol 
16}, pp. 1031. 
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The Internal Revenue Seivice, however, has ex- 
pounded unsuccessfully in several cases a "substance-of- 
the-sale" test winch considers all the factors of the 
transaction. The Regulations explicitly state that the 
"substance-of- the-sale" test will be applied only to cases 
in which the sales transaction is auangecl primarily for 
tax avoidance pin poses. 

In Commissions v. Pfamllet Jntei-American Corp. 
(1964), it was decided that the Commissioner's reliance 
on the "substance of the sale" provision of the Regula- 
tions was misplaced inasmuch as it was not tax avoid- 
ance when "ictention of Ihe title earned with it the nsk 
of loss or damage to the goods prior to ultimate dehveiy 
as well as the benefits linked to reservation of control 
over the goods while in transit." 

Subsequent to the Pfaudler case and another case, 
Coinnnssionci v. Hammond Organ Westein Export Co)p. 
(1964), involving essentially the same question, the 
Commissionei announced that in future WHTC cases of 
a uimilai natuie the place of sale would be "determined 
by the place where title to the property and other 
incidents of owneiship passed to the buyer." Treasury's 
acceptance of these two 1964 decisions insure WHTC 
status for othciwise qualified corporations which care- 
fully airange theii sales piocedure to pass title and the 
risk of loss outside the United States. 

A 1974 Revenue Ruling (74-249) illustrates the 
importance of the buyer's and seller's agreement in 
cleteimimng where passage of title occuis. In that case, 
the WHTC enteied into a written agieement with its 
customers specifying that the seller retained title to the 
goods and assumed responsibility for shipment and risk 
of loss until the goods ai rived at the foreign destination. 
By vntue of this agieement, the Commissioner ruled that 
titles passed outside the United States though the 
shipments were made undei straight hills of lading which 
icquhed delivery to an unielated foieign party (in this 
case the customer). By means of a prior written 
agieement providing that responsibility for shipment and 
risk of loss was on the exporting WIITC, a straight bill of 
lading, which might oidinauly be interpreted as passing 
title in the United States, will pass musler as generating 
expoit income fiom sources outside the United States. 

Active Conduct of a Business 

Ninety peicent 01 more of a WHTC's gross income 
must be denved from the "active conduct of a trade or 
business." This requirement pievents the WHTC from 
receiving moie than 10% of its income from passive 
souices such as securities. The Regulations specifically 
slate that "dividends received by a corporation do not 
lepiesent income derived from the active conduct of a 
trade 01 business." Rents and royalties ordinarily would 

not qualify. 

Section 921 does not explicitly require a permanent 
foreign establishment as a prerequisite for WHTC status. 
Howevei, the Commissioner argued in two 1960 cases 
that such significant foreign penetration is implied in the 
term "trade or business" for qualification as a WHTC. 
Both couit decisions maintained that export businesses 
without a permanent foreign establishment may be 



eligible for the tax benefits accorded WHTC. Foremost 
consideration in these two decisions was given to the 
Congressional rcenactment of the WHTC provisions in 
the 1954 Code with the knowledge that export com- 
panies were adapting their businesses to so qualify. 

The Commissioner presented essentially the same 
argument in the Hammond Organ and Pfaudler cases, 
and again the courts found in favor of the taxpayer. In 
the Pfaudler case, the Court of Appeals For The Second 
Circuit emphatically stated that "the statutory provision 
clearly defines a WHTC . . to include a corporation 
which has its place of business in the United States." 
The Commissioner has subsequently announced that the 
Internal Revenue Service will follow these decisions and 
will no longer argue that a WHTC must conduct its 
business outside the United States. 

Tax Avoidance 

The specific question of whether or not the 
deliberate formation of a subsidiary to qualify as a 
WHTC constituted tax avoidance was raised in recent 
cases. Both the Tax Court and the Court of Claims 
answered that it was not tax avoidance to so organize a 
corporation's business and sales procediue to qualify as a 
WHTC in order to gam tax benefits. It was felt that to 
hold otherwise would negate the Congressional objective 
of placing U.S. companies in a more advantageous 
competitive position. 

Though official data for taxable years 1960-70 is 
incomplete, enough information is available for a reliable 
analysis of the decade. 

The number of WHTC returns fluctuated between 
608 in 1961 and 1,291 in 1968. Manufacturing WHTC's 
totaled 81 in 1961 and 223 in 1968. Some of these 
WHTC's are classified as manufacturing WHTC's, though 
their activities were principally exporting or furnishing 
services abroad, because they were included on consoli- 
dated returns with parent corporations whose dominant 
activity was manufacturing. 

Total wholesale and retail WHTC's (the majority of 
which are U.S. exporting firms) decreased during the 
first part of the decade from 464 in 1960 to 345 in 
1963. But their number started increasing in 1964 and 
1965 and by 1968 had reached 726. It is widely believed 
that moie WHTC's have been in existence than the 
available statistics indicate because consolidated returns 
filed by affiliated corporations were counted only as one 
return even though several of the affiliated firms were 
WHTC's. 

Amount of Deductions 

Deductions claimed by those WHTC's with at least 
some net income (numbering 666 in 1960, 598 in 1961,, 
and 994 in 1968) have on the whole increased; i.e., from 
$213 million in 1960 to a high of $428 million in 1967. 
However, the deduction total dropped off to $391 
million In 1968 and $289 million in 1970, The amount 
attributed to the manufacturing WHTC's has followed a 
similar curve, i.e., $132.3 million in 1960, a high of 
$317 million in 1967 and a decline to $215 million in 
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1970. Deductions attributed to wholesale and retail 1970. However, conclusions must icmain tentative be- 

WIITC's, on the other hand, declined slowly but steadily cause complete revenue loss data aie stale ami current 

throughout the decade from $22. 1 million m 1 960 and a tiends impossible to identify by this means, 
high of S22.6 million in 1961, to $17.1 in 1968 and The use of a WIITC is not entirely fiee horn 

SI4.1 in 1970. The available statistics thus suggest that complications and uncertainties. However, it would 

manufacturing WHTC's have been the primary bene- appear that this form of doing business otfeis substantial 

ficianes of the special WHTC deduction during the tax savings to exporters with marketing opeiations in the 

1960's. Court decisions m the early 1960's favorable to Western Hemisphere. Tax counsel should be consulted to 

expanded use of WHTC's appear to have caused a spurt insure that business opeiations are earned on in such a 

in their use, but the data suggest that the benefit from manner as to meet the minimum foimalities which the 

the WHTC levelled off and even declined somewhat in law requiies. 
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DISC TAX DEFERRAL BENEFITS FOR EXPORTERS OUTLINED 



By BRANT FREE 
Foreign Business Practices Division 



Exporters will want to become familiar with the 
provisions of the Internal Revenue Code of 1971 (Public 
Law 92-178, effective Jan. 1, 1972) which permit U.S. 
firms to establish Domestic International Sales Corpora- 
tions (DISC's) entitled to a tax break on expoit income. 
This benefit is designed to permit manufacturers and 
nonmanufacturers, large and small, to generate a pool of 
tax-deferred earnings which can be utilized to expand 
and modernize expoit production facilities, intensify or 
initiate export promotion efforts, or provide more 
favoiable credit teims to expoit customers. 

In older to qualify as a DISC, a corporation is 
icquiied to confine its activities almost entirely to 
expoit selling and ceitain related activities. As long as 
the DISC remains qualified, one half of its export 
income is defeired from taxation. However, this deferral 
only applies to that portion of its earnings which it 
retains and uses for export development purposes. Once 
a distiibution to shareholders is made (and the law 
requires 50% of expoit income be deemed distributed) it 
is taxed to the shareholders at their normal rates. 
Theiefore, the overall tax effect of the DISC is deferral 
of tax on 50% of export income, lather than exemption. 



Company Example 

Here i.s a simple example of how the DISC principle 
operates: 

A company presently exporting establishes a DISC 
subsidiary, according to the laws of incorporation of one 
of the 50 states or the District of Columbia, to handle its 
expoit sales and certain other iclated activities. The new 
DISC must be capitalized at a minimum level of $2,500. 
This minimum required capitalization is less than that 
usually icquired for incorporation, and has been per- 
mitted to facilitate the establishing of DISC's by small 
and medium sue films. Only one class of stock is 
pei milted. 

A coiporation wishing to be treated as a DISC must 
file a statement of election (IRS form 4876) with the 
Internal Revenue Service within 90 days preceding the 
beginning of its taxable year, for a corporation already 
in existence, or within 90 days after the date of 
incoiporation, if newly formed. All shareholders of the 
DISC must appiove its election for tax deferral status. 

In addition, the Internal Revenue Service regula- 
tions on DISC relax the normal standard of minimum 



corporate substance usually applied to test whether a 
corporation has been established for tax avoidance 
purposes. According to IRS Regulation 1.992-1 
(adopted September 24, 1974), a producer for export 
can set up a DISC subsidiary as either a principal or 
commission agent, but maintain the essential export 
sales, shipping, billing and collection functions in the 
parent. As long as the DISC meets the statutory 
requirements described above and, in addition, maintains 
its own bank account and accounting records, it will be 
considered a separate entity under the tax laws. A 
written agreement between the DISC and its parent is 
also required, in such circumstances, providing how the 
price payable by a DISC or the commission payable to 
the DISC will be determined (IRS Regulation 
1 993-1(2)) 

Once the DISC is established, it purchases goods 
from its parent, or from any domestic producer, to sell 
for ultimate use outside the United States. The DISC 
may also maintain sales and service facilities abroad to 
enhance its market penetration efforts or preserve its 
competitive position. A DISC normally makes a part of 
its retained earnings available to the parent, or other 
domestic manufacturers of export goods, in the form of 
"producer loans," for use in modernizing or expanding 
export production facilities. 

To prevent the use of DISC profits for foreign 
investment, the legislation provides generally for the 
termination of tax deferral on DISC profits which are the 
subject of a producer's loan, if the profits are considered 
to be invested in foreign plant or equipment. 

The amount considered invested in this manner is 
the net increase in foreign assets of members of the same 
controlled group as the DISC, acquired in taxable years 
beginning after December 31,1971. 

The following amounts may be used to offset 
increases in foreign assets for purposes of determining a 
controlled group's net increase in foreign assets: 1) one 
half the earnings of the foreign affiliates of the DISC and 
one half the fees and royalties paid to the DISC's 
corporate group; 2) the amount of debt or equity capital 
raised abroad by the group; 3) additions to foreign 
depreciation reserves; 4) the amount of stock or debt 
obligations of domestic members of the group, issued to 
unaffihated foreign persons after January 1, 1968, to the 
extent they constitute a long-term foreign borrowing 
under the foreign direct investment program, less any 
actual foreign investment by domestic members of the 



93 



group during the period that the obligations ate out- 
standing, and 5) the amount of liquid assets held abioad 
on October 31, 1971 in excess ot reasonable working 
capital needs 

The DISC torm of organization is adaptable to use 
by an export management company (EMC), in view of 
the similarity of functions between an EMC and a DISC 
Special provision is also made for a U.S. tontiolled 
foreign coiporation which qualified as an export trade 
corpoiation under section 970 of the Code for any 3 
years beginning before November I, 1971, to tiansfer its 
assets to a DISC without tax consequences dunng a 
taxable year beginning before Januaiy I, 1976. 

Certain types of corporations are ineligible to foim 
DISC'S because the combination of DISC defeiial and 
special tax treatment normally accorded these corpora- 
tions would be inappropriate. These aie tax exempt 
organizations, personal holding companies, banks, 
savings and loans and othei snnilai financial institutions, 
insurance companies, mutual funds, China Tiade Act 
Corporations and subchapler S coiporations. In addi- 
tion, a Western Ileniispheie Trade Corpoiation (WHTC) 
cannot hold stock in a DISC, and sales fiom a DISC to 
an affiliated WHTC are not considered to be qualified 
export sales. 

How Would It Qualify? 

BasicaDy, a corporation which, elects to be a DISC 
will have to meet two major requirements, with icgaid 
to both income and assets, to qualify foi and maintain 
its tax deferral status. At least 95% of its income must 
be from qualified export receipts, as defined in the 
legislation and regulations, and 95% of its assets must be 
export related These tests were designed to unsure that 
income enjoying this special tax treatment is used 
expressly for export development pmposes 

Qualified export receipts generally include income 
from the sale, lease, or rental of goods produced, grown, 
or extracted in the United States for ultimate use 
abroad. It also includes income from services related and 
subsidiary to such sale, lease or rental. Manufactured 
goods made with foreign components can only qualify if 
the value added in the United Slates equals or exceeds 
50% of the fair market value of the pioduct 



A corporation, to qualify for the DISC benefit, 
must: 

be a domestic corporation 

have at least 95% of its receipts from qualified 

export sales, 
have at least 95% of its assets in qualified form, 

i.e., used in export, 
have but one stock class 
-have minimum capitalization of $2,500 
make an election to be treated as a DISC, 
-have a separate bank account 
keep separate books of account 



The Tax Reduction Act of 1975 denies the DISC 
benefit to expoits oi mineral resources (including the 
energy tesouices, oil, gas, coal, and uianuim), which aie 
allowed a deduction for depletion. Howe-vet, except foi 
eneigy lesouices, subsequent processing 01 manufac- 
turing which contributes at least 50% of the fair maikel 
value of the mineral export will lequalify it foi DISC 
tieatment. The Act also excludes fiom the DISC 
products undei shoit-supply contiol puisuanl to the 
Expoit Administiation Act of 1969. 

Othei qualified receipts, as stipulated in the Act, aie 
gains from the sale of plant and equipment useiHn the 
corpoiation's expoit business; dividends fiom a foieign 
selling subsidiary of the DISC, inteiest on such obliga- 
tions as accounts icceivable arising in connection with 
qualified export sale, lease, 01 lental transactions, 
pioducer's loans and obligations issued, guaranteed, 01 
insured by the Export-Import Bank (Eximbank); te- 
ceipts from engineering and architectural sei vices on 
foieign constiuction piojects; and leceipts foi manage- 
ment services given othei DISCs. 

Qualified export assets are defined rathei bioadly to 
include export goods held as mventoiy, assets used 
primarily in connection with the sale, lease, rental, 
storage, handling, transportation, packaging, assembly 01 
servicing of export goods oi the perfonnance of mana- 
gerial, engineering 01 architcctuial seivices producing 
qualified export receipts; accounts icceivable held by the 
coipoiation arising fiom qualified expoit activities; 
money and bank deposits needed to meet woiking 
capital leqiuiements; ceitam loans made by the DISC to 
its parent or an unrelated export manufacturer; stock 01 
securities of a related foreign export corporation. 

Also qualifying as expoit assets aie ceitam Export- 
Import Bank and Foieign Credit Insuiance Association 
(FCIA) obligations; obligations of a domestic coipoiation 
organized solely to finance sales of expoit property 
under an agieement with Eximbank (e.g. Private Expoit 
Funding Corporation, "PEFCO"), wheie the loans aie 
guaranteed by the Bank, and bank deposits which at the 
end of the taxable yeai, exceed reasonable woiking 
capital needs but aie invested in qualified export assets 
within a specified period of time after the end o( the 
taxable year. 

Specifically excluded from the definition of quali- 
fied expoit assets is propeily leased or icntcd by a DISC 
foi use by any membei of a conliolled gioup winch 
includes the DISC. Also excluded aie patents, inven- 
tions, models, designs, formulas 01 processes, copyrights 
(other than films, tapes, lecoids, or similar reproduc- 
tions for commercial or home use) goodwill, trademarks, 
tiade brands, franchises or othei similai property. 

An escape valve has been provided in the legislation 
to pievent the inadvertent disqualification of a DISC 
which has not met the 95% expoit income and assets 
tests. By making a pro rata deficiency distribution to 
shareholders within 8'/2 months of the close of the 
taxable yeai to bring its income and assets into line, a 
DISC which has maintained at least a 70% level in each 
category will be considered to have satisfied the gioss 
receipts and assets tests. 

Provision is also made for deficiency distributions 
alter the 8-1/2 month deadline, where it is evident that 
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Llie re IS leasonable cause loi iailuie to m.ike the letjuiicd 
Jis*-i'ihution.s-as in the cast; ol blocked (oieign cmrency 
ji Xpiopii;ition In this event, hovvevei, the coi portion 
|y a ehaige to the lntein,il Revenue Seivice, 
n 30 days of the date ol dislnlnition, ol 4 1/2% of 

innounl distiibuled times the numbei of taxable 
s tbe distiibution was delayed. 

In otdtn to avoid the uncertainties winch often 
the application of piicing mles governing trans- 
lations between affiliated companies under Section 482 
of Llie Intcinul Revenue Code, and to encnuiage the use 
of Uic DISC incentive, two additional altci native 
rntIi O (j s ol the pi ice cletcunination urn piovidcd to 
per nm a moie liberal atliibulion of income to the DISC 
than the normal allocation on an arm's length basis. 

The fust rule allows an allili.iled DISC 1 to earn up to 
4%* Q| the gioss receipts arising fiom n (nullified DISC 
s!ilc p| us i()(,f O f ti lc JUSC's expoit piomotion expendi- 
tures attributable to the sale. The second uilc allocates 
to the DISC up to 50% ol the combined taxable income 
of the DISC and the paionl denvcd from the iclated 
export sales, plus |()% of the promoliuniil expenses 
attributable to such sales. 

Unclct this second method, special rules have been 
to pei mil marginal costing wlieie a DISC is 



attempting to establish 01 maintain a market for exports 
fiom the United States. This permits a DISC to cam a 
gieater profit than it could undei the full costing 
method. Basically, these mles provide that where the 
piofit margin on export sales made. Uiiough a DISC is 
lower than the aveiage profit maigin of the domestic and 
loreign sales of the same product or product line of the 
DISC and paient combined, taxable income of the DISC 
may be determined by taking into account only direct 
mateiial, labor, and export promotion costs. The mar- 
ginal costing mles do not apply to leases of property or 
the performance of any services, whether or not related 
and subsidiary to export sales (see IRS Regulation 
1.994-21. 

Enactment of the DISC represents recognition by 
the U.S Government that exporting is of paiticular 
importance to the economic well-being of the nation, 
and that greater effort is needed on the part of botli 
business and government to guarantee the international 
competitiveness of U.S. exports. Of course, each firm 
will have to determine, in conjunction with competent 
tax counsel, whether the DISC form of export sales 
organization will be desirable and profitable, depending 
on the economic circumstances prevailing in each case. 
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